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LETTER  OF  TRANSMITTAL. 


TJ.  S.  Department  of  Agriculture, 

Office  of  the  Statistician, 

February  29,  1892. 

Sir  :  I  respectfully  submit  for  printing  digests  of  the  history  and 
operations  of  some  of  the  principal  cooperative  credit  associations  of 
Europe.  The  institutions  selected  for  such  exposition  and  analysis  are 
the  German  credit  unions,  the  Raiffeisen  loan  associations  of  Ger- 
many, the  people's  banks  of  Austria-Hungary,  the  cooperative  banks 
in  Italy,  and  the  rural  cooperative  banks  of  Eussia. 

These  people's  banks  have  a  success  that  justifies  their  existence,  as 
they  fill  a  virtual  vacuum  in  banking  opportunities  for  the  agricultural 
and  industrial  classes.  Perhaps  equally  needed  in  this  country  are  such 
facilities  for  self-help,  through  small  savings  which  are  the  basis  of 
small  loans  to  those  who  are  by  their  circumstances  practically  excluded 
from  the  ordinary  credits  of  the  banks.  Possibly  such  facilities  here 
may  lead  to  self-reliance,  financial  cooperation,  and  thrift,  and  thus 
improve  the  condition  of  large  numbers  of  men  of  limited  means  and 
isolated  position  who  are  now  beyond  the  present  stimulus  to  enterprise 
and  economy  of  existing  savings  banks,  national  banks,  trust  com- 
panies, and  other  financial  institutions. 

It  is,  however,  distinctly  represented  that  it  is  no  part  of  the  purpose 
of  these  institutions  to  enable  the  man  who  is  always  "  a  little  behind- 
hand" to  get  further  behind^to  give  opportunity  to  one  inclined  to 
spend  his  income  in  advance  a  longer  reach  and  readier  appropriation 
of  his  future  gains — to  enable  him  to  mortgage  more  of  his  future  for 
reckless  present  use.  They  are  intended  to  encourage  thrift  rather  than 
prodigality. 

Our  people,  in  adopting  new  ideas  in  any  line  of  business,  are  apt  to 
modify  and  adapt  to  their  peculiar  circumstances  and  often  to  simplify 
and  improve  the  machinery  by  which  new  principles  are  applied  in 
practice.  It  is  probable,  therefore,  if  the  idea  of  popular  cooperative 
banking  should  meet  with  favor  in  this  country,  that  its  methods  may 
differ  somewhat  from  those  employed  in  European  countries :  but  a 
study  of  the  constitution  and  operation  of  these  industrial  institutions 
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may  prove  a  valuable  help  in  formulating  an  American  plan  for  the 
organization  of  popular  cooperative  banks  in  this  country. 

This  report  has  been  prepared  by  Mr.  Edward  T.  Peters,  of  this  office, 
who  has  given  an  exhaustive  study  to  the  methods  and  results  of  these 
institutions. 

Eespectfully, 

J.  E.  Dodge, 

Statistician, 
Hon.  J.  M.  Kusk, 

Secretary  of  Agriculture, 


COOPERATIVE  CREDIT  ASSOCIATIONS  IN  CERTAIN  EUROPEAN 

COUNTRIES. 


INTRODUCTION. 

The  purpose  of  this  report  is  to  give  information  respecting  a  kind 
of  cooperative  societies  which,  in  a  large  number  of  cases,  have  been 
of  great  benefit  to  agriculturists,  especially  those  of  small  means,  in 
supplying  them  with  needed  credit  on  much  more  favorable  terms  than 
they  had  previously  been  able  to  obtain  from  the  persons  on  whom 
they  were  then  dependent  for  such  accommodation ;  and  this,  notwith- 
standing the  fact  that  the  larger  part  of  the  societies  in  question  were 
primarily  designed  for  the  urban  more  than  for  the  rural  population. 
Attention  is  chiefly  confined  to  their  operation  in  the  countries  in  which 
this  benefit  to  agriculturists  has  been  greatest,  and  it  is  partly  on  this 
account  that  little  is  herein  said  in  regard  to  the  cooperative  loan 
associations  of  the  United  States,  which  hitherto  have  rarely  extended 
any  part  of  their  business  into  the  rural  districts.  There  is,  however, 
another  and  sufficient  reason  for  not  including  any  special  account 
of  American  institutions  of  this  character,  in  the  fact  that  ample  in- 
formation in  regard  to  them  may  be  found  in  books,  reports,  pamphlets, 
and  periodicals  printed  in  our  own  language;  whereas  information  on 
European  associations  of  a  more  or  less  similar  character  has  to  be 
gathered  chiefly  from  foreign  sources. 

Cooperation,  in  one  form  or  another,  is  as  old  as  human  society,  but 
in  its  special  modern  sense  it  has  assumed  an  altogether  new  importance 
as  the  result  of  circumstances  especially  characteristic  of  the  industrial 
era  in  which  we  live.  The  nineteenth  century,  more  than  any  other  in 
the  history  of  mankind,  has  been  a  period  of  industrial  change.  At  its 
advent  the  steam  engine,  which  had  already  been  successfully  intro- 
duced, and  electricity,  to  which  Franklin's  successful  experiments  had 
drawn  world  wide  attention,  stood  ready  to  carry  out  an  economic  and 
social  revolution  which  at  that  time  had  barely  been  begun.  In  one 
industrial  province  after  another,  machinery,  impelled  by  steam  or 
other  inanimate  forces,  has  to  a  great  extent  replaced  the  simpler  imple- 
ments formerly  in  vogue ;  and  machinery  itself  has  been  subject  to  suc- 
cessive improvements  and  successive  displacements  of  the  old  by  the 
new. 
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The  contiuuousuess  and  rapidity  of  the  progress  which  has  been 
taking  place  are  strikingly  illustrated  by  the  following  figures  on  the 
number  of  steam  engines  in  use  in  France  at  different  dates: 


Tear. 

Xumber  of 
engines. 

Tear    !  dumber  of 
engines. 

1839 

1855 
1860 
1864 

2,450 

8,879 

14,  513 

19,  740 

OC  00  00  00 

27,  088 
39,  800 
57,  568 
59,  000 

*  Estimated. 

A  comparison  of  the  figures  for  1839  with  those  for  18S9  shows  that 
the  increase  within  the  intervening  half  century  was  over  2,200  per 
cent,  and  a  comparison  of  the  figures  on  horse  power  would  show  a 
still  larger  increase.  Similar  comparisons  for  other  countries  would 
undoubtedly  disclose  similar  results,  and  in  some  cases  the  progress 
which  has  taken  place  would  be  found  to  have  been  far  more  rapid. 

This  increase  in  the  use  of  steam  power,  to  say  nothing  of  other  mo- 
tors, corresponds  with  a  similar  increase  in  the  number  of  uses  to  which 
it  is  applied  and  the  number  of  ingenious  devices  by  which  its  applica- 
tion has  been  made  practicable.  It  thus  represents  a  multitude  of  im- 
provements in  industrial  processes  and  methods;  and  as  many  of  these 
improvements  could  not  be  used  to  advantage  without  a  great  enlarge- 
ment of  the  scale  on  which  production  was  carried  on,  while  they  at  the 
same  time  offered  to  those  who  could  most  promptly  adopt  them  the 
opportunity  for  a  profitable  expansion  of  their  business  at  the  expense 
of  concerns  still  carried  on  with  inferior  appliances,  there  has  been  a 
tendency  towards  continuous  increase  in  the  magnitude  of  industrial 
establishments.* 

This  increase  of  magnitude  has,  of  course,  involved  something  like  a 
corresponding  reduction  in  the  number  of  establishments  required  for 
a  given  amount  of  work,  and  this  reduction  in  the  number  of  establish- 
ments has  necessarily  carried  with  it  a  corresponding  reduction  in  the 
number  of  persons  at  their  head,  together  with  a  corresponding  increase 
in  the  proportion  of  those  obtaining  their  living  through  salaries  and 
wages.  Moreover,  the  savings  of  the  latter  class  became  less  and  less 
available  for  separate  business  undertakings  in  proportion,  as  the  small 

*  Even  in  agriculture  this  tendency  has  appeared  to  some  extent,  while,  per  contra, 
failure  to  conform  to  it  has  in  some  cases  been  a  bar  to  agricultural  progress.  To 
take  ail  extreme  example,  it  would  be  impracticable  to  use  a  reaping  machine  on  the 
minute  peasant  properties  common  in  some  parts  of  Europe  without  throwing  many 
such  tracts  into  one  ;  and  official  statements  might  be  cited  assigning  excessive 
division  of  the  soil  as  a  principal  cause  of  an  almost  entire  lack  of  agricultural  ma- 
chinery in  certain  districts.  It  is,  however,  often  practicable  to  adapt  the  crops 
raised  to  the  size  of  the  property;  and  there  are  very  thoughtful  and  well-informed 
writers  who  believe  that  agriculture  on  a  small  or  moderate  scale,  to  say  nothing  of 
horticulture,  will  be  able  permanently  to  hold  its  own  in  competition  with  the  larger 
forms  of  culture. 


INTRODUCTION.  V 

industrial  establishments,  for  which  alone  the  savings  of  any  one  person 
would  suffice,  found  less  and  less  opportunity  for  successful  competi- 
tion with  the  larger  ones ;  and,  with  here  and  there  a  conspicuous  ex- 
ception, the  workman  who  in  the  days  of  small  industries  might  have 
expected  to  raise  himself  by  industry  and  thrift  to  the  position  of  an 
employer  must,  under  the  new  system,  accept  wage  employment  as  his 
permanent  vocation.  When  one  man  made  a  wagon  throughout,  any 
apprentice  to  the  wagon- maker's  trade  might  reasonably  expect  to 
become  a  wagon-maker  on  his  own  account  5  but  when  shafts,  hubs, 
spokes,  felloes,  and  other  parts  are  made  by  machinery,  the  ownership 
of  a  factory  for  producing  even  one  of  these  parts  is  practically  out  of 
the  reach  of  the  average  workman.  And  so  it  is  in  most  other  indus- 
tries. 

Under  the  new  system  the  productiveness  of  labor  was  enormously 
increased  and  the  creation  of  wealth  immensely  accelerated.  Hence 
the  employed  workman  might  in  favorable  cases  earn  a  larger  income 
and  enjoy  more  of  the  comforts  of  life  than  were  formerly  attainable  by 
the  average  self-employing  mechanic;  but  the  latter  was,  in  a  small 
way,  a  capitalist,  and  had  the  advantage  over  his  modern  fellow- crafts- 
men in  the  independence  and  security  given  by  the  possession  of  capital 
and  the  control  of  a  business  of  his  own.  In  the  modern  working  class 
the  spur  to  ambition  formerly  supplied  by  the  hope  of  attaining  such 
independence  and  security  was  to  a  great  extent  wanting;  and  among 
multitudes  of  its  members  there  was  a  disposition  to  accept  not  merely 
the  state  of  being  without  business  capital,  but  that  of  being  absolutely 
without  property,  except,  perhaps,  a  little  household  furniture,  as  an 
inevitable  and  permanent,  if  not  a  normal,  condition.  Among  some 
portions  of  the  working  class  such  a  state  of  mind  was  no  doubt  an  in- 
evitable result  of  low  wages  and  general  wrretchedness  of  condition; 
but  among  others  it  arose  not  so  much  from  the  difficulty  of  saving  as 
from  the  lack  of  conveniences  for  doing  so  and  the  want  of  some  effect- 
ive substitute  for  the  direct  and  strong  incentive  thereto  formerly  fur- 
nished by  the  prospect  of  establishing  an  independent  business,  how- 
ever small  and  humble  it  might  be. 

Such  was  the  situation  for  which  cooperation  was  thought  of  as  an 
ameliorant,  if  not  a  complete  remedy.  Many  were  sanguine  enough  to 
see  in  cooperative  production  a  means  of  completely  reconciling  central- 
ization of  capital  for  industrial  purposes  with  a  wide  distribution  in  its 
ownership,  and  thus  arresting  the  concentration  of  wealth  in  the  hands 
of  great  capitalists  without  any  sacrifice  of  the  advantages  of  central- 
ize'd  administration  as  a  means  to  the  economical  production  and  rapid 
increase  of  weath  for  the  general  good.  Some  even  anticipated  for 
that  form  of  cooperation  a  development  so  great  as  to  do  away  with  the 
whole  wage  system  and  replace  the  great  capitalistic  establishments 
by  establishments  equally  great  with  capital  owned  in  small  shares  by 
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the  operatives  employed  in  them  and  managed  by  officers  elected  or 
deposed  at  the  will  of  those  same  operatives.* 

Whether  cooperative  production  under  a  more  business-like  organ- 
ization than  has  usually  fallen  to  its  lot  be  or  be  not  capable  of  such 
vast  results  as  these,  it  is  at  least  certain  that  cooperation,  in  one  form 
or  another,  was  an  instrument  through  which  the  working  classes 
could  obtain  a  far  greater  share  in  the  ownership  of  wealth  in  general, 
and  industrial  capital  in  particular,  than  would  otherwise  have  been 
within  their  reach.  The  savings  bank  had  done  something  to  encour- 
age accumulation,  and  through  it  large  sums  of  workingmen's  money 
had  found  their  way  into  the  large  industries;  but  cooperation  looked 
to  the  retention  by  the  cooperators  of  a  joint  control  over  the  use  of 
their  savings  and  aimed  to  secure  to  them  a  much  larger  share  in  the 
earnings  of  the  capital  they  saved  than  the  savings  banks  had  ever 
been  accustomed  to  allow. 

It  is,  however,  in  its  simpler  and  less  ambitious  forms  that  coopera- 
tion has  thus  far  won  its  most  striking  successes ;  nor  is  it  too  much  to 
say  that  it  has  succeeded  best  where  the  principles  on  which  it  has  been 
founded  and  conducted  have  been  most  in  accordance  with  those  which 
regulate  all  fair  and  honorable  business,  and  where  no  demand  has  been 
made  for  a  degree  of  self-abnegation  beyond  that  required  by  justice 
and  good  fellowship.  It  may  be  as  truly  added,  that  while  spontaneous 
philanthropy  has  done  much  and  may  be  expected  to  do  much  more  in 
promoting  its  introduction  and  diffusion,  it  is  through  appeals  to  the 
industry,  thrift,  and  self-respect  of  those  to  be  benefited  by  it,  rather 
than  to  the  sympathy  of  others  on  their  behalf,  that  cooperation  has 
achieved  its  most  conspicuous  and  valuable  results.  The  only  special 
condition  by  which  cooperative  enterprises  needed  to  be  differentiated 
from  others  of  a  fair  and  worthy  character  was  that,  in  their  organiza- 
tion, methods  of  procedure,  and  objects  of  pursuit,  cooperative  associa- 
tions should  be  judiciously  adapted  to  the  needs  of  the  poorer  classes 
of  society,  for  whose  especial  benefit  they  were  designed. 

In  this  particular  the  associations  which  form  the  subject  of  this 
publication  have  perhaps  had  no  superior;  and,  considering  their  wide 
diffusion  and  their  general  success  together,  they  may  fairly  be  regarded 
as  standing  in  the  front  rank  among  the  societies  in  which  coopera- 
tion is  exhibited  in  those  simpler  and  less  ambitious  forms  referred 
to  above.  They  are  known  under  a  variety  of  names,  such  as  loan 
and  credit  unions  (  Vorschuss  und  Creditvereine),  loan  fund  unions 
{Darlehmliassenvereine),  cooperative  credit  societies,  people's  banks 
(Vollsbanken),  popular  banks  (banqnes popul aires,  banche pojwlari,  etc.). 
and  our  own  building  associations  are  of  a  closely  related  type.  They 
differ  among  themselves  in  many  particulars,  the  most  important  being 

*  "Cooperation  is  destined  to  transform  human  industry,  radically  emancipate  the 
working  classes,  moralize  the  world.'" — Francesco  Vigauo  in  the  dedication  of  his 
Banques  Populaire8. 
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that  which  relates  to  the  degree  of  liability  assumed  by  the  members, 
but  in  general  they  agree  in  the  possession  of  characteristics  which 
adapt  them  to  the  uses  of  the  working  classes  and  entitle  them  to  be 
regarded  as  cooperative  in  the  most  essential  and  important  elements 
which  enter  into  the  special  signification  of  that  word. 

Among  the  characteristics  which  adapt  them  to  the  needs  of  the 
working  classes  may  be  mentioned  the  following : 

(1)  To  join  such  an  association  and  avail  himself  fully  of  its  benefits 
it  is  not  necessary  for  the  workingman  to  suspend  or  in  any  way  inter- 
rupt his  ordinary  employment  or  embark  in  any  hazardous  enterprise. 
In  this  particular  the  cooperative  credit  society  has  a  great  advantage 
over  the  society  for  cooperative  production,  as  quite  commonly  organ- 
ized, since  this  requires  the  members  to  give  up  their  previous  employ- 
ment and  take  their  chances  of  earning  a  livelihood  in  the  cooperative 
workshop,  factory,  or  other  establishment  set  up  with  their  own  or 
borrowed  capital.  A  large  proportion  of  those  for  whom  cooperation 
is  desigued  have  not  even  a  dwelling  place  of  their  own,  and,  as  a  rule, 
they  can  much  more  safely  devote  their  early  savings  to  the  acquisition 
of  a  home  than  to  the  establishment  of  a  cooperative  workshop  or 
factory  subject  to  the  risk  of  incompetent  management. 

(2)  The  shares  of  stock  in  the  cooperative  credit  associations  can  be 
purchased  gradually  by  weekly  or  monthly  payments.  These  may  be 
fixed  at  an  amount  to  suit  the  circumstances  of  the  majority  of  the  class 
in  which  the  membership  is  to  be  mainly  recruited,  so  that  each  mem- 
ber may  be  enabled  to  begin  the  process  of  accumulation  by  investing 
such  sums  as  he  is  able  to  save,  be  these  ever  so  small.  Moreover,  the 
small  savings  thus  invested,  when  united  with  those  of  the  other  mem- 
bers, form  a  sum  which  can  promptly  be  loaned  to  some  member  having 
a  profitable  use  for  the  capital  which  they  form,  and  are  thus  increased 
by  the  income  which  they  earn  instead  of  remaining  idle  in  the  owner's 
hands  and  subject,  in  many  cases,  to  dissipation  in  needless  or  hurtful 
expenditure. 

(3)  In  these  associations — and  this  is  a  characteristic  which  they 
have  in  common  with  other  cooperative  associations — the  investor  is 
usually  secured  against  the  fate  which  so  commonly  overtakes  the 
smaller  investor  in  joint  stock  companies,  that  of  finding  the  concern  so 
managed  as  to  make  his  interest  profitless  to  him  until  he  is  finally  con- 
strained to  dispose  of  it  to  some  larger  shareholder  for  a  fraction  of  what 
it  cost  him.  The  preponderance  of  power  which  enables  a  few  large 
shareholders  so  to  manage  in  joint  stock  corporations  is  prevented  in 
the  cooperative  credit  societies  sometimes,  as  in  the  German  institutions 
of  this  character,  by  forbidding  any  member  to  acquire  more  than  one 
share,  and  in  other  cases  by  limiting  each  member  to  one  vote  what- 
ever the  number  of  his  shares,  while  leaving  the  latter  either  with- 
out limitation  or  subject  to  a  limitation  more  or  less  elastic.  The 
limitation  of  each  member  to  one  vote  is,  of  course,  calculated  to 
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discourage  any  member  from  acquiring:  a  much  larger  interest  than  his 
fellows  in  the  capital  stock,  but  it  leaves  him  free  to  do  so  at  his  own 
risk,  subject  to  the  condition  that  he  shall  not  thereby  acquire  any 
additional  power  over  the  affairs  of  the  society.  It  thus  leaves  a  greater 
latitude  for  subserving  the  convenience  of  the  more  thrifty  members 
than  exists  where  each  member  is  restricted  to  one  share,  and  at  the 
same  time  makes  it  possible  for  the  society  to  receive  a  considerable 
amount  of  capital  which  would  be  excluded  by  such  a  restriction.  But, 
while  more  or  less  inequality  in  respect  to  the  number  of  shares  held 
may,  perhaps,  be  advantageously  allowed,  and  while  it  might  even  be 
safe  to  make  no  restriction  whatever  upon  this  point,  the  maintaining  of 
equality  between  the  members  in  respect  to  voting  power  may  fairly  be 
regarded  as  a  requirement  essential  to  the  security  of  the  cooperative 
principle.  It  is  true  that  there  are  societies  known  as  "cooperative" 
which  do  not  observe  this  requirement,  some  allowing  a  vote  for  every 
share,  like  an  ordinary  joint  stock  association,  and  others  adopting  some 
compromise  between  that  and  the  true  cooperative  plan;  but  the  vital 
distinction  between  such  societies  and  those  which  give  one  vote  and 
no  more  to  each  member  in  good  standing  should  never  be  overlooked 
by  the  small  investor.  The  similarity  in  name  arising  from  the  use  of 
the  word  "cooperative"  by  both  should  never  be  allowed  to  conceai 
this  essential  difference  in  their  character.  Any  objection  to  the  prin- 
ciple of  equal  voting  power  on  the  ground  of  alleged  unfairness  falls 
before  the  consideration  that  cooperative  societies  are  primarily  de- 
signed for  people  in  poor  or  very  moderate  circumstances,  and,  there- 
fore, for  people  who  in  the  main  are  in  approximately  equal  conditions. 
If  among  such  there  are  some  who,  by  greater  ability,  industry,  or  self- 
denial  than  others,  can  save  money  more  rapidly  than  they,  these  will 
the  sooner  advance  beyond  the  stage  for  which  the  cooperative  societies 
are  more  particularly  designed  and  will  readily  find  other  channels  for 
the  investment  of  their  accumulations;  and  it  is  much  better  that  they 
should  do  so  than  that  the  societies  should  lose  their  adaptation  to  the 
wants  of  the  average  masses  through  an  effort  to  adapt  them  to  the 
convenience  of  exceptional  individuals.  There  are  instances  in  which 
the  entire  membership  of  a  cooperative  society  consists  of  comparatively 
well  to-do  persons,  and  there  is  nothing  to  prevent  such  persons  from 
organizing  on  the  cooperative  plan  with  shares  to  suit  the  length  of 
their  own  purses;  but  if  they  prefer  to  have  votes  in  proportion  to  the 
amounts  they  invest,  there  are  always  joiut-stock  companies  ready  to 
admit  them  to  membership. 

In  addition  to  the  three  just  mentioned,  other  points  of  adaptation 
to  the  wants  and  circumstances  of  the  working  classes  will  appear  in 
the  accounts  of  the  several  classes  of  societies  given  further  on,  in- 
cluding especially  those  conditions  and  methods  of  business  which  look 
to  the  security  of  the  funds  intrusted  to  the  associations;  and  it  will 
also  appear  that,  while  the  largest  class — the  German  loan  and  credit 
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unions  of  the  Schulze-Delitzsch  type — were  more  particularly  de- 
signed for  the  workingmen  and  small  tradesmen  of  the  towns  and 
cities,  these  associations,  with  others  modeled  upon  them,  have  in  a 
large  measure  extended  their  utility  to  the  smaller  farmers  and  other 
rural  inhabitants  in  the  neighborhood  of  the  places  in  which  they  are 
organized.  And,  in  the  case  of  the  German  loan  fund  unions  of  the 
Raiffeisen  type,  the  wants  of  the  rural  districts  have  been  the  main 
object  of  consideration,  particularly  those  of  the  small  peasant  pro- 
prietors and  the  small  tradesmen  of  the  villages. 

And  if  cooperative  credit  societies  were  especially  suited  to  the  wants 
of  those  for  whom  cooperation  was  most  needed,  they  were  also  emi- 
nently adapted  to  the  general  circumstances  under  which  they  were  to 
operate.  The  same  condition  of  rapid  industrial  change  which  made 
cooperation  an  urgent  social  need,  contributed  to  an  extraordinary  de- 
velopment of  credit  and  opened  an  ever  widening  field  for  the  activity 
of  institutions  designed  to  supply  it.  The  process  of  supplementing 
human  energy  with  a  constantly  increasing  number  and  variety  of 
labor-saving  devices  was  in  the  main  essentially  a  process  of  augment- 
ing the  proportion  of  capital  employed  in  production.  Larger  and 
larger  production,  brought  about  by  coujoiniug  with  human  labor  a 
larger  and  larger  supply  of  the  instruments  calculated  to  increase  its 
effectiveness — such  has  been  the  general  course  of  industrial  progress, 
each  augmentation  of  wealth  through  the  use  of  improved  appliances 
being  the  stepping  stone  to  a  wider  use  of  such  appliances  and  through 
that  to  a  still  further  augmentation  of  wealth. 

Those — whether  in  manufactures,  agriculture,  or  elsewhere — who 
have  had  to  continue  the  use  of  inferior  implements  have  labored  under 
a  heavy  disadvantage.  Yet  at  some  points  in  almost  every  field  of  in- 
dustry, and  often  at  many,  the  old  appliances  have  remained  in  use  long 
after  they  had  disappeared  elsewhere.  There  are  communities  in  which 
the  spinning  wheel  and  loom  are  still  implements  of  household  industry. 
In  Italy,  even  at  so  recent  a  date  as  that  which  saw  the  completion  of 
Italian  unity,  modern  agricultural  implements  were  still  almost  un- 
known, and  there  are  other  European  countries  yet  more  backward; 
while  even  in  the  most  advanced  there  are  districts  which  have  shared 
very  m eagerly  in  the  general  progress. 

Now  wherever  the  inability  to  exchange  old  and  inefficient  appliances 
for  more  effective  ones  arises  from  the  lack  of  capital,  there  exists  a 
field  for  credit,  provided  it  can  be  supplied  with  safety  and  on  such 
terms  that  the  interest  required  will  not  absorb  too  large  a  part  of  the 
gain  resulting  from  the  exchange  in  question.  The  works  consulted  on 
the  subject  of  credit  in  Italy,  and  on  that  of  cooperative  credit  societies 
in  particular,  show  that  in  that  country  the  need  of  capital  in  agricul- 
ture has  been,  and,  indeed,  still  is,  extreme,  not  only  for  the  provision 
of  proper  implements,  but  also  for  the  procurement  of  fertilizers,  the 
improvement  of  the  soil,  and  the  whole  task  of  bringing  agriculture 
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within  some  reasonable  degree  of  approximation  to  the  modern  stand- 
ard; and  the  same  works  also  show  the  extreme  importance  of  credit 
as  a  means  of  furnishing  the  capital  needed.  Similar  indications  are 
seen  to  a  greater  or  less  extent  in  the  accounts  from  other  countries, 
some  tending  to  show  that  cooperative  credit  associations  are  already 
affording  substantial  relief  in  many  agricultural  communities  where  a 
large  part  of  the  population  had  long  borne  the  yoke  of  the  usurer 
around  their  necks,  and  where  the  attainment  of  capital  for  the  inaug- 
uration of  an  era  of  progressive  agriculture  had  been  almost  a  thing 
unhoped  for;  others,  again,  pointing  to  the  existence  of  communities 
which  are  still  subject  to  the  unhappy  conditions  just  described,  and  in 
which  cooperative  credit  societies  may  find  fields  for  their  useful  activ- 
ity as  unpromising  in  the  outset  and  as  profitable  in  the  end  as  so 
many  of  those  already  occupied  have  been  found  to  be. 

And  here  may  be  noted  a  special  relation  of  the  cooperative  credit 
association  to  the  modern  development  of  credit.  The  general  tendency 
of  that  development  has  been  to  foster  and  push  to  still  gi eater  lengths 
the  centralization  of  capital,  so  strongly  promoted  by  the  cause  already 
noticed,  since,  in  the  aggregate,  large  amounts  of  savings  that  in  the 
era  of  small  industries  would  have  served  to  set  up  some  independent 
business  on  individual  account  have  been  drawn  into  savings  banks, 
insurance  companies,  and  other  financial  institutions  from  which  in  no 
small  measure  they  later  found  their  way  into  the  great  aggregations 
of  industrial  capital. 

Such  indirect  methods  of  lending  to  the  capitalist  class,  and  thus  re- 
versing the  traditional  idea  that  it  is  the  poor  who  borrow  and  the  rich 
who  lend,  were  often  the  only  means — in  the  absence  of  some  practica- 
ble form  of  cooperation — by  which  thrifty  workingmen  or  farmers  could 
make  a  profitable  use  of  their  savings,  especially  so  long  as  the  amount 
saved  remained  insufficient  for  any  considerable  investment.  This  situa- 
tion was  one  which  the  principal  advocates  of  cooperative  banking 
desired  to  change ;  and  especially  was  this  the  case  with  Schulze-De- 
litzsch,  its  founder  and  the  greatest  of  its  promoters,  whose  credit 
unions  were  organized  with  the  express  object  of  borrowing  from  the 
outside  public  and  lending  only  to  their  own  members,  so  that  they 
might  thus  be  made  instrumental  in  furnishing  capital  to  independent 
mechanics,  small  traders,  and  others  doing  business  on  their  own  account 
in  a  small  way,  including  the  smaller  class  of  cultivators.  All  of  these 
classes,  so  far  as  they  had  occasion  to  borrow,  were  usually  obliged  to 
pay  most  exorbitant  rates  of  interest,  and  were  thus  placed  at  a  special 
disadvantage  in  comparison  with  their  larger  competitors  in  correspond- 
ing lines  of  business,  independent  of  any  question  as  to  the  camparative 
advantages  of  their  respective  methods  of  production.  It  would,  of 
course,  have  been  useless,  not  to  say  mischievous,  to  obstruct  the  flow 
of  capital  and  labor  from  the  smaller  to  the  larger  industries,  in  cases 
where  this  would  have  involved  a  resistance  to  their  normal  tendency 
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to  leave  a  comparatively  barren  field  of  activity  for  a  fruitful  one  ;  but 
if  in  the  smaller  industries  there  were  fruitful  fields  from  which  capital 
was  kept  away  for  lack  of  appropriate  channels  through  which  to  reach 
them,  and  in  which  labor  was  already  waiting  to  use  such  capital  as 
might  come,  the  providing  of  the  needed  channels  was  assuredly  a  de- 
sideratum of  the  first  order.  It  was  precisely  such  a  channel  that  the 
father  of  cooperative  banking  aimed  to  provide,  and  the  event  has 
proved  that  in  the  special  direction  here  indicated,  as  well  as  in  others, 
the  system  has  responded  to  a  real  need ;  and  this,  not  only  in  Germany, 
the  country  of  its  origin,  but  in  all  the  other  countries  in  which  the 
German  credit  unions  have  been  more  or  less  closely  imitated.  Even 
where  the  rates  of  interest  obtained  by  the  cooperative  banks  seem 
somewhat  high,  they  are  usually  far  lower  than  those  paid  by  the  same 
classes  of  borrowers  before  these  institutions  appeared.  Moreover,  under 
the  new  conditions,  the  high  rates  operate  effectively  as  an  extra  in- 
ducement to  saving,  and  by  thus  increasing  the  supply  of  capital  and 
the  consequent  competition  among  lenders,  they  tend  to  their  own  cure. 

The  success  of  the  German  credit  unions  and  other  cooperative  in- 
stitutions of  credit  in  the  performance  of  the  particular  function  here 
under  consideration — that  of  supplying  credit  on  reasonable  terms  in 
the  smaller  industries,  rural  as  well  as  urban — indicates  that  the  enor- 
mous rates  of  interest  from  which  these  associations  are  affording  re- 
lief did  not  arise  from  any  exceptional  risks  to  capital  necessarily 
inherent  in  its  employment  in  the  smaller  industries,  but  from  the  want 
of  that  organization  of  credit  which  existed  elsewhere.  Placed  on  an 
equality  with  the  larger  industries  in  this  particular,  the  smaller  ones 
could  at  any  rate  stand  on  their  intrinsic  economic  merits,  and  would 
only  be  driven  to  the  wall  in  cases  where  the  methods  of  production 
which  they  used  were  on  the  whole  economically  inferior.  The  fact 
that  in  agriculture  and  horticulture  there  is  still  a  pretty  wide  field  in 
which  production  on  a  small  or  moderate  scale  appears  to  be  at  least 
as  well  adapted  to  success  as  that  carried  on  in  the  larger  class  of  en- 
terprises, may  perhaps  explain  the  circumstance  that  rural  industry 
has  profited  by  cooperative  banking  to  an  extent  not  foreseen  in  the 
inception  of  that  system. 

But  while  it  was  mainly  for  the  benefit  of  the  smaller  industries  that 
this  particular  form  of  cooperation  was  originally  designed,  and  while 
it  has  abundantly  proved  its  utility  in  that  sphere,  it  would  be  a  mistake 
to  suppose  that  its  utility  must  cease  in  any  branch  of  industry  now 
carried  on  by  many  small  producers,  if  the  introduction  therein  of  some 
new  method  or  process  shall  give  an  indisputable  advantage  to  the 
larger  system  of  production.  It  is  really  in  such  a  case  that  coopera- 
tive banking  may  be  expected  to  yield  its  most  valuable  results,  since 
it  is  there  that  it  can  most  contribute  to  the  realization  of  the  compre. 
hensive  views  with  which  cooperation  as  a  general  system  has  from  the 
first  been  associated.    This  it  can  do,  and  in  a  greater  or  less  degree 
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already  has  done,  by  serving  as  a  stepping  stone  to  productive  cooper- 
ation, in  which  the  advantages  of  aggregated  capital  are  combined  with 
those  of  divided  ownership.  It  may  safely  be  affirmed  that  the  measure 
of  success  in  productive  cooperation  would  have  been  far  greater  than 
it  has  had  the  way  for  it  been  more  generally  paved  by  cooperation  in 
the  comparatively  simple  and  practicable  form  of  the  loan  association 
or  credit  union.  The  habit  of  saving  inaugurated  by  joining  such  an 
association,  and  this,  too,  by  the  small  beginnings  which  alone  are  pos- 
sible to  most  of  those  who  enter  such  societies,  is  strengthened  by  ex- 
ercise and  encouraged  by  the  fact  that  every  sum  paid  in  becomes  at 
once  an  active  capital  and  begins  to  earn  something  for  its  owner.  And 
if,  after  the  lapse  of  years,  during  which  this  habit  of  saving  has  been 
confirmed,  the  spirit  of  association  quickened  and  the  principle  of  coop- 
eration made  familiar,  the  member  of  a  cooperative  credit  association, 
or  people's  bank,  finds  a  favorable  opportunity  to  join  in  some  coopera- 
tive enterprise  requiring  a  larger  investment,  he  now  has  an  available 
capital  which  by  insensible  growth  has  attained  a  respectable  magni- 
tude. Moreover,  he  has  had  a  preliminary  training,  one  of  whose  most 
valuable  features  is  that  it  is  of  a  kind  to  familiarize  the  mind  with  the 
application  of  practical  and  business  like  principles  and  methods  to 
cooperative  purposes*  and  is,  therefore,  calculated  to  predispose  those 
who  have  enjoyed  its  advantages  in  connection  with  cooperative  banking 
to  the  use  of  similar  principles  and  methods  in  cooperative  production. 
This  latter  form  of  cooperation  has  in  the  past  been  too  often  encum- 
bered with  unessential  and  to  some  extent  quixotic  conditions,  or  has 
been  attempted  in  forms  too  complex,  too  wanting  in  pliability,  and  too 
litT^e  adapted  to  the  circumstances  and  capabilities  of  those  for  whose 
benefit  it  was  iutended ;  but  where  it  has  had  the  advantage  of  business- 
like organization,  together  with  practical  and  capable  management,  it 
has  already  recorded  very  substantial  successes.  If  to  this  advantage 
were  added  the  support  derivable  from  a  successfully  operating  system 
of  credit  organized  on  cooperative  principles  and  from  the  existence  of 
considerable  accumulations  of  savings  among  the  members  of  the  credit 
societies,  successful  cooperation  in  productive  enterprises  would  become 
a  comparatively  easy  achievement,  and  the  transformation  of  an  indus- 
try from  the  small  to  the  large  system,  instead  of  involving  the  con- 
centration of  capital  in  a  few  hands  which  usually  attends  that  process, 
might  often  be  effected  by  a  simple  combination  of  interests  on  the 
cooperative  plan.  It  is  even  possible  that  the  disadvantages  resultiug 
from  the  excessive  division  of  the  soil,  where  they  can  not  be  satisfac- 
torily obviated  by  the  cultivation  of  crops  especially  suited  to  small 
farmiug,  may  in  some  cases  be  overcome  by  just  such  a  combination  of 

*  Practical  and  business-like  in  the  beat  sense  of  those  words;  for  the  tricks  of 
trade  and  sharp  practices  which  find  too  large  a  sphere  in  ordinary  business  are  not 
only  in  contravention  of  the  principles  of  cooperation,  but  would  generally  be  fatal 
to  it  in  practice. 
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interests  on  the  part  of  many  small  propiietors,  these  securing  the  in- 
come from  their  land  through  its  cooperative  cultivation  as  one  large 
tract,  and  most  of  them  being  enabled,  through  the  economies  of  method 
introduced,  to  save  their  labor  for  more  profitable  use  elsewhere.  Such, 
a  result  would  scarcely  be  surprising  where  proprietors  of  this  class 
have  already  been  long  associated  as  members  of  a  cooperative  credit 
association.  A  tendency  of  such  associations  to  promote  industrial 
cooperation  is  hinted  at  by  Hector  Levi  in  his  Manuale  per  le  Banche 
popolari  cooperative  Italiane,  where,  in  suggesting  their  establisment  in 
certain  new  districts  in  southern  Italy,  he  says  (p.  165) :  "  And  how 
many  institutions  would  arise  in  the  shelter  of  the  little  bank  ! — little 
associations  for  the  irrigation  and  redemption  of  waste  land,  cooperative 
bakeries  and  kitchens,  peasants'  dwellings,  associations  for  the  manu- 
facture of  wine,  cooperative  dairies  and  mills  both  for  grain  and  sul- 
phur.* And  for  evidence  that  this  is  no  imaginary  programme  he  refers 
to  the  printed  proceedings  of  the  congresses  of  the  Italian  popular 
banks  and  to  certain  notes  found  in  the  reports  of  Luzzatti— now  Ital- 
iau  Minister  of  Finance — on  the  subject  of  popular  credit.  The  forms 
which  productive  cooperation  may  take  will  naturally  depend  in  a  great 
measure  on  local  circumstances.  They  will  differ  in  different  countries 
of  Europe,  or  even  in  different  parts  of  the  same  country;  and  they 
may  be  expected  to  be  still  more  diverse  in  a  country  so  extensive  as 
the  United  States.  But  there  is  hardly  a  form  conceivable  whose  in- 
auguration would  not  be  facilitated  by  the  previous  existence  of  a  co- 
operative association  of  credit  and  of  the  little  accumulations  of  capi- 
tal to  which  such  an  association  gives  rise. 

Let  the  point  here  be  emphasized  that  while  cooperative  banks  were 
devised  with  the  idea  of  obtaining  outside  of  their  own  membership  the 
larger  part  of  the  capital  with  which  they  were  to  operate,  and  while 
this  idea  has  on  the  whole  been  realized  in  practice,  the  strong  point  in 
the  system  has  not  been  the  power  of  diverting  pre-existing  capital 
into  different  fields  of  employment  from  those  which  it  would  otherwise 
have  found,  but  that  of  stimulating  the  creation  of  new  capital  b3T  pre- 
senting new  opportunities  and  incentives  for  saving.  And  this  remark 
applies  in  a  great  measure  even  to  the  borrowed  capital  handled  by  the 
banks,  which  consists  increasingly  of  savings,  including  in  many  cases 
those  of  their  own  members,  deposited  with  them  at  interest.  In  short, 
it  can  not  reasonably  be  doubted  that  the  capital  with  which  these 
banks  operate,  amounting  in  the  aggregate  to  hundreds  of  millions  of 
dollars,  consists  in  large  part  of  sums  which  but  for  the  opportunities 
afforded  and  the  influence  exerted  by  these  institutions  would  never 
have  been  saved,  but  would  have  disappeared  in  unproductive,  some 
times  even  in  wasteful  or  injurious  consumption. 

It  will  be  easily  understood  from  what  has  already  been  said  that  the 

*  The  allusion  to  sulphur  is  explained  by  the  lact  that  this  commodity  is  produced 
in  the  districts  in  question. 
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cooperative  banks  were  not  designed  to  furnish  credit  for  the  purpose 
of  enabling  men  to  consume  their  earnings  in  advance,  or  to  encourage 
among  them  a  habit  of  running  in  debt.  In  exceptional  emergencies, 
such  as  cases  of  sickness  or  other  misfortune,  institutions  of  this  char- 
acter may  undoubtedly  afford  relief  by  lending  the  means  of  procuring 
the  necessaries  of  life,  but  it  is  no  part  of  their  plan  to  lend  money  to 
the  idler  or  the  spendthrift ;  nor,  indeed,  are  they  designed  in  general 
to  provide  the  means  for  unproductive  consumption  at  all,  but  rather 
to  furnish  the  borrower  with  capital  for  use  in  productive  industry, 
capital  which,  instead  of  diminishing  in  his  hands,  may  increase  suffi- 
ciently to  return  him  its  cost  in  interest  and  leave  him  a  surplus.  It  is 
by  no  means  intended  to  present  the  system  here  considered,  or  any 
form  of  cooperative  action,  as  a  social  panacea ;  but  whatever  other 
agencies  may  need  to  be  invoked  for  the  promotion  of  economic  equity 
or  general  social  well  beiug,  it  is  within  safe  bounds  to  say  that  the 
practical  results  which  cooperation  has  already  yielded  prove  it  to  be 
one  of  the  active,  growing,  and  beneficent  forces  of  modern  economic 
life;  and  this  is,  perhaps,  nowhere  more  clearly  manifest  than  in  the 
working  of  those  associations  of  credit  of  which  a  brief  account  will  be 
found  in  the  following  pages. 


THE  GERMAN  CREDIT  UNIONS  OR  PEOPLE'S  BANKS. 

The  most  important  of  the  cooperative  credit  societies  of  Europe  are 
the  credit  unions  or  "  people's  banks  "  of  Germany,  which  owe  their 
origin  to  Dr.  Hermann  Schulze,  of  Delitzseb,*  by  whom  the  first  society 
of  this  type  was  established  in  that  town  in  the  year  1850,  and  whose 
watchful  care  and  untiring  efforts  did  more  than  any  other  influence  to 
promote  their  development  and  assure  their  success.  His  attention 
appears  to  have  been  first  drawn  in  this  direction  by  the  hardships  to 
which  small  tradesmen  and  other  poor  people  were  exposed  from  the 
difficulty  of  borrowing  and  the  exorbitant  rates  of  interest  they  were 
obliged  to  pay  on  such  loans  as  they  could  obtain.  Dr.  E.  T.  Ely,  in 
an  article  on  these  German  unions  published  in  the  Atlantic  Monthly 
for  February,  1881,  states  that  before  the  establishment  of  the  Delitzsch 
society  the  interest  which  small  tradesmen  in  that  town  were  obliged 
to  pay  was  enormous.  He  mentions  one  man  of  this  class  who  was 
carrying  on  a  lively  little  business,  who,  in  order  to  borrow  50  thalers 
for  a  few  days  to  make  purchases  at  the  Leipzig  fair,  had  to  pay  1  thaler 
a  day,  or  at  the  rate  of  730  per  cent  per  annum.  u  Scbulze-Delitzsch 
reports,"  continues  Dr.  Ely,  "that  inquiry  among  small  dealers  and 
laborers  has  shown  him  that  an  interest  of  1  thaler  a  month  for  a  loan 
of  20  thalers  was  common  enough,  an  interest  of  60  per  cent  per  annum." 

But  the  plans  of  Schulze-Delitzsch  looked  much  farther  than  the 
relief  of  special  hardships  affecting  the  poorer  classes  of  borrowers. 
He  aimed  at  placing  the  working  classes  generally  on  a  more  independ- 
ent footing,  and  this  not  by  invoking  State  aid  in  their  behalf  or  by 
enlisting  in  their  favor  the  efforts  of  philanthropists,  but  by  increasing 
their  opportunities  and  strengthening  their  incentives  for  saving,  arous- 
ing within  them  the  spirit  of  self-help  and  providing  the  agencies 
through  which  that  spirit  could  be  made  practically  operative.  The 
associations  which  he  founded  were  declared  in  his  own  summary  of 
their  general  principles  to  be  "  based  throughout  on  business  princi- 
ples," each  association  paying  to  its  creditors  and  receiving  in  turn 
from  its  borrowing  members  bank  interest  and  commission  at  the  mar- 
ket rates,  and  allowing  to  its  managers,  especially  those  having  charge 
of  its  funds,  "remuneration  according  to  their  services." 

The  emphasis  he  laid  on  " self-help"  is  tersely  indicated  in  his  own 

*  Designated  as  Schulze-Delitzsch  to  distinguish  him  from  others  having  the  sur- 
name Schulze,  who  occupied  seats  in  the  national  legislature  while  he  was  a  member 
of  that  body. 
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statement  of  bis  position :  "  If  a  man  can  not  save  a  few  cents  by  deny- 
ing himself  a  couple  of  glasses  of  beer  a  week  I  can  do  nothing  for 
him."  It  may  be  that  in  his  strong  conviction  of  the  harmfulness  of 
the  disposition  to  lean  too  much  upon  the  State  he  overlooked  many 
ways  in  which  Government  may,  without  being  allowed  to  assume  a 
paternal  attitude,  be  usefully  made  the  agent  of  a  free  people  to  carry 
out  their  will.  He  may  even  have  failed  to  see  that  in  some  cases,  such, 
for  instance,  as  the  regulation  and  control  of  monopolies,  it  is  only 
through  their  official  representatives  that  they  can  effectively  apply  the 
very  principle  of  " self-help"  upon  which  he  so  strongly  insisted;  but 
if  the  institutions  which  he  devised  and  whose  development  he  so  in- 
defatigably  promoted  were  not  of  a  character  to  exhaust  the  possibili- 
ties of  beneficent  action,  they  have  at  least  proved  themselves  a  means 
of  substantial  benefit  to  millions  of  people  in  Germany  and  elsewhere, 
and  with  modifications  to  suit  new  conditions  of  time  and  place  are 
likely  to  do  so  to  many  millions  more.  And,  while  their  founder  appears 
to  have  had  chiefly  in  view  the  Interests  of  the  workingmen  and  small 
tradesmen  of  the  towns  and  cities,  it  will  be  seen  in  the  sequel  how 
largely  the  agricultural  class  has  shared  in  the  advantages  resulting 
from  their  establishment. 

The  interest  of  Schulze-Delitzsch  extended  to  all  the  leading  forms  of 
cooperation,  and  he  regarded  cooperative  production  as  the  keystone  of 
his  whole  system  ;  but  it  is  with  the  loan  and  credit  unions  (Vorschuss- 
and  Kreditvereine),  or  people's  banks,  that  his  name  is  preeminently  as- 
sociated, and  it  is  with  these  that  we  are  here  concerned.  Two  distinct 
objects  were  contemplated  in  their  formation  :  The  first  was  to  borrow 
money  for  the  purpose  of  lending  it  to  their  own  members,  and  the  sec- 
ond the  promotion  of  saving  by  requiring  the  purchase  of  a  share  of 
capital  in  the  association,  such  purchase  to  be  effected  in  most  cases  by 
small  monthly,  and  in  some  cases  by  weekly,  installments.  This  second 
object  was,  however,  considered  as  deriving  a  large  part  of  its  impor- 
tance from  the  fact  that  it  was  auxiliary  to  the  first,  the  capital  saved 
helping  to  constitute  a  basis  for  the  credit  on  which  additional  capital 
was  to  be  borrowed. 

We  have  seen  in  the  introduction  that  the  class  of  borrowers  Schulze- 
Delitzsch  had  in  view  consisted  largely  of  small  tradesmen  and  others 
doing  business  on  their  own  account  in  a  small  way.  With  the  diminu- 
tion of  this  class,  and  the  increase  of  the  class  of  wage  laborers  due  to 
the  continued  growth  of  the  larger  industries,  the  second  of  the  two  ob- 
jects named  tends  to  grow  in  relative  importance  as  compared  with  the 
first,  since  the  populations  among  which  such  institutions  as  the  credit 
unions  are  designed  to  recruit  their  membership  come  in  this  way  to 
contain  a  smaller  number  of  persons  who  have  occasion  to  borrow  money 
for  industrial  uses,  and  a  larger  number  of  those  who,  in  the  absence  of 
any  opportunity  to  use  even  their  own  savings  in  a  business  of  their 
own,  are  interested  in  associations  of  credit  mainly  from  the  lender's 
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point  of  view ;  that  is,  interested  in  them  mainly  as  agencies  which  can 
turn  their  little  savings  to  profitable  account  by  placing  them  in  the 
hands  of  those  who  can  employ  them  advantageously,  and  thus  can 
afford  to  pay  interest  for  their  use. 

The  class  of  independent  mechanics  and  small  tradesmen  is,  no  doubt, 
more  numerous  even  now  in  Germany  than  in  countries  in  which  the 
use  of  machinery  and  the  growth  of  the  great  industries  have  made 
more  rapid  strides ;  and  at  the  time  when  Schulze-Delitzsch  began  his 
movement  it  was  still  more  so.  Hence  the  borrowing  class  occupied  the 
most  prominent  place  in  his  mind,  and  to  supply  the  needs  of  this  class 
he  aimed  to  secure  from  outside  of  the  associations  a  much  larger  amount 
of  capital  than  would  be  contributed  by  the  members  themselves  in  their 
purchase  of  shares.  In  fact  the  main  problem  to  which  he  addressed 
himself  in  the  organization  of  the  credit  unions  was  that  of  making  as- 
sociation a  means  whereby  to  obtain  credit  on  easy  and  reasonable  terms 
for  persons  who  individually  could  obtain  it,  if  at  all,  only  on  difficult 
and  usurious  conditions. 

COLLECTIVE   CREDIT  VERSUS  INDIVIDUAL  CREDIT. 

The  idea  that  the  collective  credit  of  an  association  could  be  made 
stronger  and  better  than  the  aggregate  credit  of  the  individuals  com- 
posing it  may  at  first  sight  seem  akin  to  the  notion  of  making  a  stream 
rise  higher  than  its  source.  On  this  point  we  shall  be  better  able  to 
judge  if  we  glance  at  some  of  the  means  and  influences  upon  which 
Schulze-Delitzsch  could  rely  for  the  realization  of  his  aim. 

In  the  first  place,  the  fact  that  no  one  could  be  a  member  of  the  society 
without  paying  the  entrance  fee  and  either  purchasing  outright  a  share 
in  the  capital  or  making  regular  payments  thereon  at  least  as  often  as 
once  a  month,  would  be  a  guaranty  for  some  degree  of  thrift  on  the 
part  of  the  entire  membership,  and  the  capital  of  the  society  its?lf  would 
be  a  constantly  increasing  sum,  which  would  serve  as  a  basis  for  an 
increasing  amount  of  credit,  while  its  successful  handling  would  afford 
evidence  of  capacity  to  handle  the  capital  of  others. 

In  addition  to  this,  association  introduced  a  sort  of  mutual  insur- 
ance principle  tacitly  based  on  the  law  of  averages.  For  however  honest 
and  industrious  an  individual  might  be,  sickness,  accident,  loss  of  em- 
ployment, or  other  unforeseen  misfortune  might  render  it  impossible  for 
him  to  pay  his  debt,  and  no  lender  could  know  but  that  this  might  be 
the  case  with  the  particular  individual  applying  to  him  for  a  loan.  On 
the  other  hand,  it  might  safely  be  assumed  in  the  case  of  a  society  that 
such  misfortune  would  overtake  at  most  but  a  small  percentage  of  its 
members,  and  that,  with  capable  and  houest  management  of  its  affairs, 
it  would  as  a  whole  be  able  to  meet  its  obligations. 

But  the  principle  on  which  Schulze-Delitzsch  especially  relied  to  in- 
spire confidence  in  the  minds  of  lenders  was  that  of  making  each  mem- 


22  COOPERATIVE    CREDIT   ASSOCIATIONS. 

ber  liable  to  the  full  extent  of  his  means  for  all  the  debts  of  the  asso- 
ciation, or,  briefly  expressed,  that  of  unlimited  liability.  The  arguments 
he  advanced  in  support  of  a  system  which  in  this  country  would  be 
considered  extremely  dangerous,  are  summarized  by  S.  M.  Quincy,  in 
his  pamphlet  on  "  The  People's  Banks  of  Germany.  Their  organiza- 
tion under  the  Recent  Law."* 

One  of  the  chief  considerations  adduced  was  that,  unlike  joint  stock 
companies,  the  credit  unions  had  to  go  into  business  without  a  subscribed 
capital ;  for  although  the  creation  of  a  capital  of  their  own  was  a  part  of 
their  plan,  this  was  to  be  a  work  of  very  gradual  accumulation  which  must 
continue  for  years  before  the  amount  accumulated  would  become  of  much 
importance  as  compared  with  the  sums  it  was  desired  to  obtain  by  bor- 
rowing. To  enable  a  society  so  circumstanced  u  to  go  into  the  market 
and  obtain  loans  on  equal  terms  with  other  institutions  enjoying  public 
confidence,"  Schulze-Delitzsch  deemed  it  necessary  that  a  basis  of  credit 
should  be  found  in  the  liability  of  the  individual  members,  these  recip- 
rocally "  standing  each  for  the  whole,  in  case  the  society  should  fail." 
The  sums  received  by  the  associations  under  this  system  soon  became 
such  as  to  satisfy  him  that  the  plan  was  fulfilling  his  expectations,  and 
to  the  a  priori  arguments  previously  used  he  felt  justified  in  adding  an 
argument  based  on  experience.  He  pointed  out,  too,  that  the  "con- 
sciousness of  this  general  solidarity  "  excited  among  the  members  a 
"  lively  interest  and  zealous  participation  in  the  management  of  the 
society  affairs"  and  that,  as  a  consequence,  things  could  not  begin  to 
go  wrong  "  without  the  fact  being  at  once  discovered." 

This  last  is  probably  about  the  strongest  argument  that  can  be  cited 
in  favor  of  unlimited  liability.  But  if  a  sense  of  the  serious  responsi- 
bility imposed  by  this  principle  was  an  excellent  safeguard  against  in- 
difference to  "  the  management  of  the  society  affairs"  on  the  part  of 
the  members,  was  it  not  calculated,  on  the  other  hand,  to  make  men 
extremely  cautious  in  regard  to  becoming  members,  and  thus  to  defeat 
the  main  object  in  view  by  preventing  the  progress  of  the  movement  1  In 
many  countries  it  probably  would  have  had  that  effect,  but  the  history 
of  the  associations  shows  that  in  Germany  this  was  not  the  case.  And 
if  the  main  object  of  nearly  all  who  joined  the  societies  was  to  use  them 
as  a  medium  for  borrowing,  their  popularity,  in  spite  of  unlimited 
liability,  is,  perhaps,  not  difficult  to  understand ;  for  if  that  priuciple 
helped  the  societies  to  borrow,  it  helped  them  to  perform  the  very  serv- 
ice which  their  members  desired  ;  and  to  have  demanded  a  less  danger 
ous  system,  but  at  the  same  time  a  less  efficient  one  for  this  essential 
purpose,  would  have  been,  as  Schulze-Delitzsch  put  it,  to  imitate  the 
man  who  preferred  a  dull  knife  to  a  sharp  one  that  he  might  not  cut 
his  fingers. 

Yet,  in  some  instances,  the  responsibility  imposed  by  unlimited  lia- 
bility  has   proved   a   pretty  serious   matter  to   the  well-to-do   mem- 

*  The  North  German  association  law  of  18C8. 
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bers.  Thus  in  the  winding  up  of  a  bank  at  Dessau,  whose  liabilities 
exceeded  its  assets  by  an  average  of  1,676  marks  ($399)  per  member, 
the  richer  members  had  to  make  up  for  the  deficiencies  of  the  poorer 
ones  to  an  extent  of  which  some  indication  is  furnished  by  the 
fact  that  the  highest  payment  made  was  24,000  marks  ($5,712),  while 
the  lowest  was  only  15  marks  ($3.57).  But  cases  of  failure  in  which 
the  assets  fell  seriously  short  of  the  liabilities  have  been  very  rare ; 
and  as  evidence  that  on  the  whole  the  principle  of  unlimited  liability 
has  had  an  enduring  popularity  among  German  cooperators,  it  may  be 
mentioned  that  the  cooperative  congress  held  in  Plauen,  in  1887,  unani- 
mously recommended  the  credit  unions  to  hold  fast  to  that  principle 
as  their  well-tried  basis  of  credit,  even  though  the  bill  on  cooperative 
societies  which  was  then  under  agitation,  should  be  passed  in  such  a  form 
as  to  authorize  the  other  system.  It  appears,  too,  that  although  the 
general  law  on  cooperative  societies  passed  on  the  1st  of  May,  1889, 
which  went  into  effect  on  October  1  of  the  same  year,  authorized  coop- 
erative societies,  those  already  existing  as  well  as  new  ones,  to  organize 
on  the  limited  liability  plan,  only  about  3  per  C3ut  of  them  had  done  so 
up  to  May  1,  1890,  and  it  is  believed  that  few,  if  any,  of  these  were 
credit  unions.  Still  the  provision  of  the  new  law,  giving  the  coopera- 
tive associations  the  option  of  organizing  with  limited  liability  was  in 
accordance  with  the  view  held  by  Schulze-Delitzsch  himself  during  the 
latter  part  of  his  life,  shared  by  Herr  Schenck,  his  successor  in  the  lead- 
ership of  the  cooperative  movement,  and  apparently  accepted  pretty 
generally  among  those  interested  in  cooperation. 

An  able  German  writer  on  this  subject,*  while  testifying  to  the  ex- 
istence of  a  general  conviction  that  "  it  would  have  caused  a  waste  of 
economic  force  and  would  have  been  ahindranceto  the  continued  advance 
of  the  German  cooperative  movement"  if  all  kinds  of  cooperative  socie- 
ties had  been  longer  tied  down  to  the  exclusive  regime  of  unlimited 
liability,  still  maintains  that  the  retention  of  that  system  is  fully  justified 
in  the  case  of  societies  whose  success  in  performing  the  services  needed 
from  them  by  their  members  depends  upon  extensive  borrowing.  This  is 
an  important  discrimination  and  one  which  deserves  the  attention  of  those 
who,  iu  their  admiration  of  the  Schulze-Delitzsch  system,  may  be  in- 
clined to  copy  it  too  slavishly.  It  is  at  least  quite  obvious  that  from 
Dr.  Schneider's  point  of  view,  or  even  from  that  of  Schulze-Delitzsch 
himself,  there  is  not  the  slightest  reason  for  applying  the  principle  of 
unlimited  liability  to  a  society  which  does  not  contract  loans  or  receive 
deposits,  but  builds  up  the  capital  which  it  lends  exclusively  out  of  the 
payments  of  its  own  members.  Even  in  societies  of  the  Schulze- 
Delitzsch  type,  the  principle  of  unlimited  liability  becomes  less  and 
less  essential  as  the  capital  owned  by  a  society  grows  and  comes  to 
form  a  larger  and  larger  percentage  of  the  total  capital  it  handles. 

*  Dr.  F.  Schneider,  in  an  article  on  the  new  law,  published  in  the  Archiv  fur  soziale 
Gesetzgcbung  uud  Statistik  (zweiter  Jahrgang,  zweites  Heft). 
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We  shall  see,  too,  that  in  Austria  and  Italy  this  principle  has  not  been 
found  indispensable  even  in  the  initial  operations  of  societies  which 
depend  largely  on  borrowed  capital. 

There  is  a  very  important  aspect  in  which  association,  quite  inde- 
pendent of  what  it  may  do  to  inspire  confidence  in  the  minds  of  lenders, 
serves  as  a  means  of  securing  to  those  who  resort  to  it  facilities  for 
credit  which  they  could  not  enjoy  as  isolated  individuals;  and  this 
grows  out  of  the  fact  that  the  office  or  rt  bank  "  of  the  association  serves 
as  a  channel  of  communication  between  the  borrower  and  the  lender. 
The  individual,  if  he  be  too  poor  or  too  obscure  to  have  credit  with  the 
ordinary  bank,  usually  knows  but  few  persons  to  whom  he  would  feel 
warranted  in  applying  for  a  loan  ;  and  among  these  the  one  he  will  feel 
least  diffidence  in  approaching  will  probably  be  the  one  who  charges 
the  most  usurious  rates  of  interest.  It  is,  in  fact,  one  of  the  chief  sources 
of  the  usurer's  power  to  practice  his  extortions  that  he  has  become 
known  in  his  community  as  a  person  who  has  money  to  lend  and  who 
makes  a  business  of  lending  it.  There  may  be  others  with  some  capital 
lying  idle  who  would  be  glad  to  have  it  earning  a  little  profit  and  who 
might  feel  as  much  favored  in  having  some  industrious  and  honest  man 
take  it  and  turn  it  to  use  as  the  latter  would  feel  in  receiving  it  for  that 
purpose;  but,  as  they  have  not  become  knowTn  as  money-lenders,  they 
are  not  applied  to.  The  usurer  is  thus  protected  from  their  competition , 
while  the  competition  of  the  borrowers  continues  and  enables  him  to 
impose  almost  any  terms  he  pleases.  All  this  changes  as  soon  as  an 
association  is  organized  in  the  community  on  some  such  plan  as  that  of 
the  "  people's  bauks  "  of  Germany.  Every  one  now  knows  where  he 
can  carry  his  little  surplus  of  cash  aud  let  it  earn  him  a  moderate 
interest  during  the  time  for  which  he  can  spare  it;  and  if  the  institu- 
tion commands  confidence,  as  the  "  people's  banks"  so  generally  have 
done,  many  a  little  hoard  is  drawn  from  its  hiding  place  and  thrown 
into  the  channels  of  circulation.  Then,  too,  as  has  been  pointed  out  in 
the  introductory  remarks,  these  banks  promote  an  actual  increase  in 
the  amount  of  capital  available,  since  both  through  the  payments  on 
members'  shares  and  through  the  deposit  of  savings  by  both  members 
and  others,  much  money  is  received  which,  in  the  absence  of  such  facili- 
ties for  saving  it,  would  have  disappeared  in  unproductive  consump- 
tion.* 

"  A  fallacy  -which  has  often  been  exposed  by  political  economists  may  present  if  self 
to  some  minds  at  this  point.  Thus  it  may  be  said  that  as  regards  the  amount  of 
money  in  the  community,  it  makes  no  difference  whether  a  certain  sum  be  expended, 
for  example,  in  giving  a  banquet,  or  deposited  in  a  cooperative  bank  :  since  the  same 
mouey  still  exists  in  either  case.  This,  however,  does  not  prove  that  the  same  amount 
of  wealth  still  exists;  for  when  the  mouey  is  deposited  in  the  bank  there  remains  not 
only  the  money  itself,  but  all  the  wealth  saved  from  consumption  by  not  giving  the 
banquet.  To  put  the  case  in  another  form,  it  makes  a  material  difference,  from  an 
economic  as  well  as  from  a  moral  point  of  view,  whether  a  certain  sum  be  expended 
in  driblets,  say  for  liquor,  or,  after  being  gathered  into  one  sum  in  the  cooperative 
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In  short,  by  such  institutions  as  the  people's  banks  credit  is  organ- 
ized among  the  poorer  classes,  borrower  and  lender  being  provided  with 
facilities  for  the  mutual  supply  of  each  other's  wants  analogous  to  those 
provided  by  the  larger  financial  institutions  for  the  convenience  of 
merchants,  manufacturers,  and  the  larger  capitalists  generally.  In  his 
report  for  1872  on  the  German  industrial  and  economic  associations 
founded  on  self-help  Schulze-Delitzsch  observes,  and  in  doing  so  keeps 
far  within  the  truth,  that,  if  traffic  conducted  on  a  large  scale  {Gross- 
V£rlcehr)  had  been  limited  to  the  individual  means  of  those  by  whom  it 
is  carried  on,  it  would  not  have  developed  one-half  of  its  actual  power; 
and  he  shows  how  the  people's  banks  opened  to  the  smaller  lines  of  busi- 
ness (Kleinverlcehr)  similar  sources  of  credit  to  those  which  had  thereto- 
fore been  almost  monopolized  by  the  larger  ones. 

Mr.  A.  Egmont  Hake,  in  an  article  on  people's  banks,  published  in 
the  Journal  of  the  Institute  of  Bankers,  for  June,  1889,  remarks  that 
in  other  countries  than  Germany  banks  have  been  started  with  similar 
intentions,  and  many  small  tradespeople  have  been  induced  to  risk 
their  savings  in  them,  but  that  when  the  institution  became  a  success 
the  wealthier  classes  "soon  got  all  the  shares  into  their  hands,  and  the 
interest  on  deposits  being  high  the  wealthy  also  became  depositors." 
Moreover,  a  sense  of  duty  to  the  shareholders  led  the  managers  to  pre- 
fer those  customers  who  occasioned  least  trouble  and  risk,  and  thus  in 
a  short  time  the  wealthy  were  getting  all  the  loans  and  the  class  for 
whose  benefit  the  bank  was  ostensibly  started  had  no  longer  any  share 
in  its  business. 

That  this  has  not  been  the  experience  of  the  people's  banks  of  Ger- 
many he  explains  by  the  fact  that  these  institutions  are  founded  by 
those  who  are  to  benefit  by  them ;  that  as  the  rules  are  drawn  up  to  suit 
the  founders,  they  naturally  suit  others  of  a  like  social  class,  who  are 
consequently  induced  to  become  members,  and  that  in  this  way  the 
institutions  "have  grown  by  a  process  of  natural  selection  which  has 
promoted  harmonious  development."    The  requirement  of  an  entrance 

bank,  it  be  used,  let  us  say,  in  buying  lime  with  which  to  fertilize  a  field.  In  each 
case  the  money  still  exists  and  in  each  we  may  admit  the  familiar  plea  that  it  has 
"contributed  to  the  employment  of  labor"  by  purchasing  one  of  its  products.  But 
here  the  resemblance  ceases;  for,  whereas  after  the  consumption  of  the  liquor  there  is 
nothing  left  to  show  for  the  money  expended,  after  the  use  of  the  lime  upon  the  field 
there  is  that  which  will  greatly  increase  the  productiveness  of  the  labor  applied  to 
the  succeeding  crops.  The  expenditure  for  lime  is  an  investment  of  industrial  capital 
which,  if  wisely  made,  will  not  only  cause  the  value  of  the  capital  itself  to  be  repro- 
duced, but  will  yield  a  surplus  which  the  owner  of  the  field  can  well  afford  to  divide 
with  those  whose  self-denial  supplied  the  bauk  with  the  means  of  assisting  him  and 
to  whom  the  bulk  of  the  interest  which  he  pays  to  that  institution  will  ultimately  go. 
Such  an  operation  iucreases  the  wealth  of  all  the  parties  concerned;  and,  through 
their  tendency  to  multiply  such  operations  and  others  of  analogous  character  in 
various  lines  of  industry,  the  "  people's  banks  "  and  similar  cooperative  societies  have 
often  contributed  in  a  very  remarkable  degree  to  increase  the  wealth  and  general 
prosperity  of  the  communities  in  which  they  were  establishsd. 
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fee  and  of  regular  payments  on  the  member's  sbare  tends  on  the  one 
hand  to  exclude  the  destitute,  while  on  the  other  a  limitation  which 
prevents  any  member  from  acquiring  more  than  a  single  share,  usually 
of  small  amount,  tends  to  exclude  the  wealthy,  by  leaving  them  no 
motive  for  seeking  admission  ;  and  thus,  "by  a  process  which  is,  in  a 
great  measure,  self-regulating,"  the  membership  is  mainly  recruited 
from  the  class  for  whom  the  system  was  intended. 

The  explanation  thus  summarized  is  correct  so  far  as  it  goes,  and  is 
in  harmony  with  the  first  declaration  in  the  statement  of  main  princi- 
ples repeatedly  published  by  Schulze-Delitzsch,  which  is  to  the  effect 
that  the  loan-seekers  themselves  shape  the  policy  of  the  institution 
established  to  satisfy  their  need  of  credit,  sharing  its  risks  and  profits. 
But  the  most  essential  point  is  not  quite  sufficiently  brought  out,  namely, 
that  the  limitation  of  each  member  to  one  share  is  also  a  limitation  to 
one  vote;  aud  that  under  these  circumstances  it  would  be  impossible 
for  the  wealthy  to  gain  control  of  a  society  in  which  the  shares  are 
placed  low  enough  and  made  payable  in  small  enough  installments  to 
put  them  within  the  reach  of  the  more  numerous  class  for  whose  wants 
the  credit  unions  are  adapted.  The  adaptation  of  these  institutions  to 
the  wants  of  the  comparatively  poor,  coupled  with  (or  rather  including) 
the  principle  of  one  vote  and  no  more  to  each  member,  sufficiently  ac- 
counts for  the  fact  that  the  German  people's  banks  have  not  been  cap- 
tured by  the  rich. 

And  here  it  should  be  said  that  rich  and  poor  alike  are  eligible  to 
membership,  provided  they  be  in  the  enjoyment  of  civil  rights,  capa- 
ble of  making  a  legal  contract,  able  to  comply  with  the  conditions  re- 
quired by  law  and  by  the  constitutions  of  the  societies,  and  be  found 
personally  worthy  by  the  managers  and  supervising  council,  or,  in  the 
last  resort,  by  a  general  meeting  of  the  members  of  the  society  into 
which  admission  is  sought.  It  will  be  seen  from  a  statement  presented 
further  on  that  the  classes  actually  represented  in  the  membership  are 
sufficiently  varied.  And  as  there  is  no  proscription  of  class,  so  also  is 
there  no  limitation  as  to  number.  Xew  members  may  be  admitted  at 
any  time,  and,  after  a  stipulated  notice  in  advance,  a  member  may 
withdraw  from  the  society,  his  liability  for  debts  contracted  previous 
to  his  withdrawal  continuing  for  two  years  after  that  act. 

The  absence  of  limitation  as  to  the  number  of  members  carries  with 
it  a  similar  absence  of  limitation  as  to  amount  of  capital,  since  each 
member  has  the  right  to  acquire  one  share,*  and  the  amount  of  capital 
consequently  fluctuates  with  the  changes  in  the  number  of  the  members 
and  the  average  amounts  paid  in  on  their  shares. 

The  powers  and  privileges  conferred  on  cooperative  societies  by  the 
general  law  relating  to  such  organizations,  including  the  right  to  ac- 
quire property,  enter  suit,  etc.,  are  extended  only  to  registered  societies, 

*  In  societies  with  limited  liability,  which  the  law  now  permits  to  he  organized,  a 
member  may  have  more  than  one  share. 
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and  are  conditional  on  compliance  with  all  the  requirements  of  the 
measure  in  question. 

As  that  measure  deals  with  the  whole  subject  of  cooperative  societies, 
a  statement  of  some  of  its  main  provisions  is  reserved  for  inclusion  in 
a  brief  notice  of  German  legislation  on  this  subject,  which  follows  the 
account  of  the  Raiffeisen  loan  associations,  to  which,  as  well  as  to  the 
Schuize-Delitzsch  credit  unions,  it  is,  of  course,  applicable.  In  the 
meantime  only  such  references  to  the  law  will  be  made  as  are  neces- 
sarily incidental  to  the  topics  treated. 

SOURCES   OF   THE   CAPITAL  HANDLED. 

We  have  seen  that  the  capital  employed  by  the  credit  unions,  or  peo- 
ple's banks,  consists  of  two  parts,  that  owned  by  the  banks  themselves, 
and  that  which,  in  the  form  of  deposits  or  otherwise,  has  been  confided 
to  their  care.  It  will  be  seen  from  a  table  which  is  given  further  on 
that  the  latter  partis  much  the  larger  of  the  two,  but  that  the  percent- 
age owned  by  the  banks  is  on  the  whole  increasing. 

The  capital  owned  by  the  banks  consists  of  the  amounts  paid  in  by 
members  in  the  purchase  of  their  shares,  or  credited  to  them  out  of  the 
profits  as  payments  on  the  same  account,  and  of  a  reserve  fund  formed 
partly  of  the  entrance  fees  of  members,  and  partly  of  amounts  assigned 
to  it  out  of  the  profits. 

The  sums  paid  in  by  the  members  on  their  shares  must  not  be  less 
than  a  certain  minimum  amount,  varying  according  to  the  social  stratum 
in  which  the  bank  is  formed,  and  payable  at  regular  intervals,  usually 
once  a  month.  But  the  member  may  pay  as  much  more  than  this 
minimum  as  may  suit  his  convenience,  or  may  buy  his  share  outright 
at  a  single  payment.  The  value  of  a  share  is  quite  frequently  fixed  at 
100  marks  ($23.80),  and  the  minimum  monthly  payment  is  sometimes 
as  low  as  half  a  mark,  or  less  than  12  cents,  but  both  may  be  changed 
from  time  to  time  by  a  vote  of  the  society.  It  is  pointed  out  by  Mr. 
Hake  in  the  article  above  referred  to  that  both  have  a  tendency  to  in- 
crease as  the  business  of  the  bank  grows  and  the  members  become  more 
prosperous.  Thus  the  shares  in  the  pioneer  bank,  at  Delitzsch,  were 
originally  fixed  at  30  marks,  but  were  successively  raised  to  48,  60,  90, 
120,  and  finally,  at  the  beginning  of  1888,  to  300  marks.  It  will  be 
noticed  that  even  this  last  is  a  very  moderate  amount — 300  marks,  at 
23.8  cents  to  the  mark,  being  equivalent  to  only  $71.40 — and  this  pay- 
able in  small  installments,  if  the  member  so  chooses.  But  in  some  of 
the  associations  the  shares  are  much  larger,  those  of  the  Credit  Union  of 
Friedrichsburg,  for  example,  having  ranged  from  600  to  3,000  marks, 
while  in  that  of  Brandenburg,  on  the  Havel,  they  have  been  raised  to 
6,000  marks  ($1,428).  The  general  average  in  1884  was  235  marks,  as 
against  206  marks  1  pfennig  in  1876. 

While  a  member's  share  is  in  process  of  payment  by  installments,  the 
dividends  apportioned  to  him  on  the  basis  of  what  is  already  credited 
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to  him  on  account  are  not  paid  over,  but  set  down  to  bis  credit  as  so 
much  paid  on  his  share.  If  a  member  withdraws  from  the  society*  he 
receives  within  a  certain  time*  the  amount  due  him  on  his  share,  con- 
sisting of  the  amounts  he  has  paid  in  and  of  those  credited  to  him  in 
the  form  of  dividends  but  he  can  not  withdraw  it  while  he  remains  in 
the  society. 

We  have  seen  that  the  second  part  of  the  capital  owned  by  the  so- 
cieties themselves,  namely,  the  reserve  fund  (tlie  chief  purpose  of  which 
is  to  cover  losses),  is  formed  in  part  out  of  the  entrance  fees  of  mem- 
bers and  in  part  out  of  certain  portions  of  the  profits  of  the  business 
set  apart  for  this  purpose.  Section  20  of  the  law  of  May  1,  1889,  au- 
thorizes the  societies  to  provide  in  their  constitutions  that  for  a  certain 
number  of  years,  not  to  exceed  ten,  the  profits  shall  not  be  distributed, 
but  shall  be  assigned  to  the  reserve  fund,  and  after  the  expiration  of 
such  period  the  decision  can  be  renewed,  a  simple  majority  vote  suf- 
ficing for  that  purpose  in  the  absence  of  any  constitutional  provision 
to  the  contrary.  In  the  form  of  constitution  framed  as  a  model  for 
credit  unions  registered  under  the  new  law,  it  is  provided  that  until 
this  fund  amounts  to  15  per  cent  of  the  total  paid-in  capital  of  the  so- 
ciety it  shall  be  reenforced  each  year  by  adding  to  it  15  per  cent  of  the 
net  profits;  and  if,  through  the  use  of  a  part  of  it  to  cover  losses,  it  is 
reduced  below  the  standard  just  indicated,  it  must  be  brought  back  to 
that  level  by  the  same  yearly  addition  from  the  profits  as  before.  This 
fund  remains  the  property  of  the  society  until  its  dissolution,  and  no 
member  retiring  before  that  time  can  claim  any  share  of  it  as  a  part  of 
the  amount  due  him;  but  all  members  benefit  by  it  so  long  as  they  re- 
main in  the  society,  since  the  income  it  earns  is  one  of  the  sources  of 
the  profits  which  form  the  dividends.  As  it  increases  in  amount  mem- 
bership in  the  society  becomes  increasingly  desirable,  since  the  new 
member  is  admitted  to  an  interest  in  the  earnings  of  this  fund,  and, 
should  the  society  be  dissolved  during  his  membership  he  would  also 
share  in  its  distribution.  Hence  it  is  customary  to  raise  the  entrance 
fee  from  time  to  time  as  the  reserve  fund  grows  larger.  Mr.  Hake  in- 
stances a  society  in  which  this  fee  was  raised  within  six  or  seven  years 
from  10  up  to  40  cents,  and  suggests  the  possibility  that  in  some  so- 
cieties it  may  in  time  become  prohibitory  as  against  the  poorer  candi- 
dates for  membership.  It  is,  however,  usually  so  low — from  1  to  li 
mark,  according  to  Courtois — as  to  leave  room  for  a  considerable  in- 
crease without  reaching  a  prohibitory  height;  and  in  cases  where  the 
fee  may  become  too  large  new  societies  may  be  organized  with  entrance 
fees  to  suit  the  circumstances  of  those  who  wish  to  enter  them.  Hence 
there  appears  to  be  no  danger  of  the  people's  banks  becoming  close 
corporations,  holding  a  monopoly  of  the  kinds  of  business  which  they 
undertake. 

The  outside  capital  handled  by  the  banks  is  received  in  several  forms, 

*  Six  months,  accordiug  to  the  model  constitution  summarized  further  on. 
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most  of  it  being  subject  to  repayment  within  a  period  of  three  months. 
It  comprises  ordinary  deposits,  sums  obtained  on  acknowledgments  of 
indebtedness  and  on  bills  or  other  commercial  paper  rediscounted,  and 
deposits  of  savings.  The  deposits  may  be  received  from  members  as 
well  as  other  persons;  but  in  their  relation  to  the  bank  as  depositors 
the  former  stand  on  the  same  footing  as  the  latter. 

The  inducements  by  which  the  people's  banks  are  able  to  appeal  to 
the  confidence  of  depositors  and  other  lenders,  including  that  of  the 
unlimited  liability  of  their  members,  have  already  been  referred  to. 
Another  which  has  aided  them  in  attracting  deposits  is  that  they  have 
been  able  to  pay  a  somewhat  higher  rate  of  interest  than  the  ordinary 
banks;  since,  with  a  considerable  proportion  of  their  members,  the  alter- 
native to  paying  these  institutions  such  a  rate  as  would  enable  them  to 
offer  this  inducement  has  no  doubt  often  been  that  of  finding  the  insti- 
tution unable  to  obtain  the  means  of  helping  them,  and  themselves  re- 
duced to  the  old  necessity  of  resorting  to  the  usurer.  But  we  shall  see 
further  on  that  the  supplies  of  money  are  becoming  comparatively 
abundant  and  the  necessity  for  paying  high  interest  is  diminishing. 

At  the  cooperative  Congress  held  in  Karlsruhe  in  1885  Herr  Schenck, 
the  successor  of  Schulze-Delitzsch,  discussed  at  considerable  length  the 
policy  of  the  banks  in  regard  to  the  reception  of  deposits,  with  more 
especial  reference  to  the  general  organization  among  them  of  savings- 
bank  departments,  which  up  to  that  time  a  majority  of  them  had  not 
established.     He  said: 

Iu  the  greater  part  of  our  associations  it  has  not  been  determined  what  a  savings- 
hank  deposit  is.  This  is  the  result  of  their  natural  development.  When  our  associ- 
ations were  founded  they  had  hut  a  humble  beginning,  and  the  credit  now  offered 
to  them  was  not  then  at  their  disposal.  At  that  time  neither  the  large  banks  nor 
the  capitalists  or  fund-holders  confided  their  cash  to  the  people's  banks  ;  hence  the 
associations  were  led  to  seek  elsewhere  the  money  necessary  for  their  operations  and 
to  accept  all  sums  which  were  offered  to  them.  It  was  the  money  saved  in  petty 
trade  and  by  artisans  and  workmen  that  was  first  brought  to  the  cooperative  credit 
associations  and  that  enabled  them  to  attain  the  position  which  they  now  occupy  in 
the  economic  life  of  the  time.  At  that  time  the  associations  could  use  all  the  money 
they  could  obtain,  and  could,  therefore,  decide,  without  fear  of  injury  to  their  own 
interests,  to  take  every  sum  offered  from  a  certain  minimum  upwards,  fixing  no 
maximum,  allowing  a  rate  of  interest  determined  in  advance,  and  taking  the  deposit 
for  a  fixed  period.  Hence  arose  the  so-called  savings-bank  regulations  which  are 
still  in  use  in  most  of  our  associations,  and  in  accordance  with  which  they  take  de- 
posits from  a  certain  minimum  upwards  and  for  a  certain  fixed  time.  This  arrange- 
ment has  procured  a  great  deal  of  money  to  the  associations  and  has  contributed  to 
their  development.  But  what  was  useful  and  even  necessary  in  times  past  is  no 
longer  so. 

Herr  Schenck  goes  on  to  show  that  in  later  times  this  system  had 
often  embarrassed  the  banks  with  a  superabundance  of  money  and  ex- 
posed them  to  danger  and  loss  by  the  necessity  it  imposed  upon  them 
of  accepting  unsatisfactory  investments  and  engaging  in  operations 
foreign  to  their  proper  object.    He  then  says  : 

To-day,  when  they  everywhere  enjoy  an  extended  credit,  when  more  money  than 
they  need  is  offered  to  them,  no  substantial  and  well-managed  association  will  lack 
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the  pecuniary  means  necessary  to  its  operations;  hence  there  is  no  occasion  for  main- 
taining a  system  which  hampers  the  associations  aud  works  to  their  injury.    *    *    * 

Au  association  which  proceeds  with  prudence  in  the  acceptance  of  capital,  taking 
only  what  it  can  use  advantageously,  paying  the  lowest  rate  of  interest  admitted 
hy  the  market,  and  requiring  a  sufficient  notice  in  advance  hefore  repayment,  will 
steadily  strengthen  its  credit ;  and  any  measure  calculated  to  hring  it  more  capital 
than  it  needs  is  hoth  useless  and  unnecessary,  "besides  heing  in  many  cases  prejudi- 
cial to  its  interests.     *     *     * 

But  the  question  presents  itself  in  quite  a  different  aspect  if  we  consider  small  de- 
posits, the  modest  sums  saved  by  the  artisan,  the  laborer,  or  the  peasant,  sums  which, 
if  they  remain  in  the  hands  of  the  owner,  disappear  or  are  wasted  in  useless  or  per- 
haps hurtful  expenditure.  Such  sums  are  savings-hank  deposits  proper] y  so  called. 
These,  within  the  proper  sphere  of  their  operations,  the  associations  should  invite, 
should  employ  them  usefully  within  the  same  sphere,  and  make  them  directly  or 
indirectly  serviceable  to  those  who  have  accumulated  them  by  their  labor  and  self- 
denial.  This  is  a  duty  to  which  the  associations  are  called  hy  their  nature,  their 
ohject,  and  their  own  interests,  and  one  whose  performance  assures  them  a  regular 
and  constant  supply  of  money,  deposits  and  withdrawals  balancing  each  other.  Ex- 
perience has  shown  that  in  times  of  crisis  it  is  not  the  savings-bank  deposits  which 
are  first  withdrawn. 

The  associations,  moreover,  fulfill  a  social  duty  hy  fostering  the  disposition  to  save, 
and  thus  contributing  materially  to  the  creation  of  capital,  to  the  promotion  of  eco- 
nomic independence,  and  to  the  moral  elevation  of  the  people. 

To  attract  and  secure  these  little  savings,  it  is  necessary  to  make  them  an  excep- 
tion to  the  general  rule.  Their  constant  influx  can  he  assured  only  by  measures  pro- 
viding— 

(1)  That  every  deposit  of  savings  without  exception  shall  be  received. 

(2)  That  the  rate  of  interest  shall  be  fixed  once  for  all  and  made  known  to  the 
public. 

(3)  That  the  reception  of  the  deposit,  the  payment  of  the  interest,  and  the  repay- 
ment of  the  sum  deposited  shall  be  effected  in  an  easy  and  convenient  manner. 

(4)  And  finally,  that  the  transcription  of  the  deposit  from  one  association  to  another 
and  its  repayment  by  the  latter  shall  be  rendered  possible. 

The  workman,  the  artisan,  aud  the  peasant  can  not  leave  their  work  to  deposit  in 
the  bank  the  few  cents  which  they  have  managed  to  save.  Their  savings  must  be 
taken  from  their  hands  at  the  moment  when  they  can  bring  them  conveniently  and 
without  loss.  They  will  not  bring  them  if  they  have  any  reason  to  fear  their  rejec- 
tion, nor  will  they  do  so  unless  they  know  what  iuterest  will  be  paid  on  them,  and 
have  the  assurance  of  being  able  to  withdraw  them  without  difficulty  when  it  shall 
seem  good  to  them  to  do  so. 

The  associations  should  only  organize  this  system  so  far  as  it  will  not  be  detri- 
mental to  them  and  will  not  menace  their  existence.  Such  measures  must  be  taken 
as  will  prevent  the  system  from  bringing  them  more  money  than  they  can  use  and 
confine  its  advantages  to  true  savings  bank  deposits. 

The  savings  bank  regulations  must  fix  the  maximum  which  one  person  can  deposit. 
In  each  association  a  savings  bank  deposit  must  be  clearly  defined.  No  general  rule 
can  be  laid  down,  but  each  association  must  determine  for  itself,  according  to  local 
conditions,  the  extent  of  its  business  and  the  amount  of  its  capital,  what  for  its  pur- 
poses shall  be  deemed  a  savings  bank  deposit,  and  what  shall  be  the  aggregate 
amount  receivable  as  such  from  any  one  depositor.  Only  thus  will  it  be  possible, 
without  disadvantage  or  danger  to  the  associations  of  credit,  to  create  banks  which 
will  foster  the  habit  of  saving  in  the  poorer  classes  of  the  population  and  at  the  same 
time  assure  to  the  associations  themselves  a  regular  influx  of  capital. 

The  necessity  for  treating  savings  deposits  as  a  separate  class  arises 
from  the  fact  that  they  are  practically  subject  to  withdrawal  on  demand, 
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whereas  the  ordinary  deposits  of  the  associations  are  received  for  a 
fixed  period,  usually  three  months.  Schulze-Delitzsch,  while  fully  rec- 
ognizing the  utility  and  importance  of  savings  as  a  part  of  the  deposits 
of  these  small  banks,  was  strongly  impressed  with  the  necessity  of 
guarding  against  the  embarrassments  liable  to  arise  from  the  sudden 
withdrawal  of  large  sums.  He  suggested  that  if,  iu  beginning  this 
branch  of  business,  the  competition  of  an  older  bank  should  compel  a 
credit  union  to  receive  deposits  for  too  short  a  period,  or  even,  in  the 
case  of  small  sums,  to  receive  them  subject  to  immediate  withdrawal,  it 
should  cease  to  do  so  as  soon  as  increase  of  business  should  bring  with 
it  increased  danger.  He  thought  it  preferable  to  give  a  little  higher  in- 
terest than  the  older  savings  banks  and  to  mention  the  principle  of  re- 
payment on  demand,  provided  that  (as  would  usually  be  the  case)  cir- 
cumstances and  the  condition  of  the  bank  should  permit  it,  but  with- 
out making  a  formal  engagement  to  that  effect.  By  this  means,  he 
thought,  the  interests  of  the  depositors  could  be  reconciled  with  those 
of  the  bank,  and  they  could  hardly  complain  if  the  latter  required  a 
notice  of  fifteen  days  for  the  repayment  of  the  smaller  sums  and  of  one 
month  for  the  larger  ones.  He  advised,  too,  that  if  certain  deposits 
should  manifest  a  tendency  to  become  permanent,  as  soon  as  the  amount 
should  reach  100  thalers,  a  slight  increase  in  the  rate  of  interest  should 
be  offered  as  an  inducement  to  change  it  into  a  regular  loan  for  a  term 
of  three  months.  He  mentioned,  by  way  of  illustration,  that  the  credit 
union  in  his  own  town  of  Delitzseh  paid  4  per  cent  on  deposits,  while 
the  communal  savings  bank  paid  but  3^  percent;  and  on  the  trans- 
formation of  a  deposit  payable  on  demand  into  a  loan  payable  at  the 
expiration  of  three  months,  the  rate  was  raised  from  4  per  cent  to  4^ 
per  cent.  He  pointed  out  that  much  depended  on  the  amount  of  the 
reserve  fund,  and  considered  it  safe  for  an  association  to  accept  savings 
deposits  to  an  amount  equivalent  to  that  portion  of  its  capital. 

The  actual  development  of  the  savings-bank  business  of  the  associa- 
tions has  taken  a  somewhat  different  course  from  that  to  which  Schulze- 
Delitzsch  had  pointed,  some  of  the  safeguards  which  he  suggested 
being  rendered  superfluous  by  confining  the  savings-bank  branch  of 
the  business  to  the  reception  of  very  small  sums.  In  many  institutions 
the  total  amount  deposite  1  as  il  savings"  to  the  credit  of  any  person  is 
not  allowed  to  rise  above  some  $10,  and  in  some  this  maximum  is  even 
as  low  as  $5.  When  the  savings  deposits  reach  the  maximum  limit, 
it  is  of  course  a  very  simple  matter  to  transform  them  into  an  ordinary 
deposit,  have  them  credited  as  such  on  the  books  of  the  banks  and  ac- 
knowledged in  due  form.  The  amount  which  the  banks  are  liable  to  be 
called  on  for  immediate  payment  can  thus  be  easily  kept  within  narrow 
limits.  But  to  make  the  security  of  the  banks  still  more  complete,  the 
following  provision  was  included  in  the  set  of  rules  recommended  to 
the  credit  unions  by  the  Carlsruhe  congress : 

The  [savings]  deposits  are  payable  immediately  on  the  demand  of  the  depositor, 
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in  whole  or  in  part,  in  the  last  case  in  sums  not  less  than  1  mark.     But  the  associa- 
tion is  not  hound  to  this  immediate  payment ;  it  is  entitled  to  a  delay  of  three  months. 

Some  of  the  banks,  bowever,  substitute  four  weeks  for  the  three 
mouths  stipulated  iu  this  rule,  aud  others  may,  perhaps,  fix  other  periods. 

At  this  same  congress  various  other  points  of  interest  in  relation  to 
the  management  of  the  savings-bank  branch  of  the  business  of  the 
associations  were  brought  forward,  some  of  the  speakers  calling  atten- 
tion to  precautions  which,  in  their  view,  put  the  depositors  to  needless 
trouble  and  tended  to  discourage  saving,  while  others  mentioned  special 
merits  in  the  arrangements  of  particular  banks  and  recommended  them 
to  the  imitation  of  others.  Among  the  latter  was  Herr  Morgen stein, 
of  Breslau,  who  spoke  of  the  importance  of  having  the  savings-bank 
department  open  at  such  hours  as  to  make  it  easy  for  laborers  to  de- 
posit their  wages,  citing  the  example  of  the  credit  union  of  that  city, 
which  on  the  clays  on  which  employes  are  usually  paid  off  keeps  its 
doors  open  from  6  to  9  o'clock  in  the  evening  "in  order  that  the  work- 
men may  be  able  to  make  an  immediate  deposit  of  the  money  received 
and  thus  escape  those  pay-night  orgies  which  eat  up  the  gains  of  most 
of  them  before  they  reach  their  homes."  Making  due  deduction  for  the 
apparent  exaggeration  in  this  statement,  the  exact  truth  still  remaining 
will  apply  to  most  cities,  and  it  is  not  difficult  to  believe  the  additional 
assertion  of  the  speaker  in  question  to  the  effect  that  this  system  of 
keeping  the  savings  bank  open  on  pay-day  evenings  "  has  in  Breslau 
produced  astonishing  results." 

Other  arrangements  pointed  out  as  desirable  were  the  multiplication 
of  offices  for  the  reception  of  deposits  and  a  provision  to  enable  a  de- 
positor to  withdraw  his  deposit  through  any  credit  union  whatever,  in- 
stead of  being  obliged  to  apply  to  the  one  which  received  it. 

METHODS   OF   EMPLOYING   THE    CAPITAL. 

Having  examined  the  sources  of  the  capital  handled  by  the  credit 
unions,  or  peoples'  banks,  let  us  now  glance  at  their  methods  of  disposing 
of  it.  It  has  already  been  shown  that  one  of  the  principal  objects  for 
which  they  were  designed  was  that  of  borrowing  money  for  the  purpose 
of  lending  it  to  their  own  members  and,  in  fact,  these  and  other  coopera- 
tive societies,  organized  for  the  purpose  of  making  advances,  are  for- 
bidden by  the  law  to  extend  this  part  of  their  operations  outside  of 
their  membership.  But  while  none  but  members  are  eligible  to  apply 
for  loans,  money  which  remains  on  haud  after  the  wants  of  members  are 
satisfied,  and  also  the  reserve  fund,  may,  of  course,  be  so  invested  as  to 
bring  iu  a  return  to  the  society.  With  regard  to  investments  of  such 
funds  iu  stocks,  it  is  stated  that  the  societies  in  whose  yearly  balance 
sheets  such  securities  are  found  appear  to  invest  mainly  in  German 
public  securities  and  that  they  hold  foreign  stocks,  liable  to  great  fluc- 
tuations of  value,  only  to  a  small  amount. 

Iu  the  matter  of  loaus  to  their  own  memberSj  which  constitutes  the 
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main  part  of  their  business,  some  of  the  unions  lend  considerable 
amounts  on  mortgages,  but  these  comprise  a  limited  number,  located 
mainly  in  agricultural  districts  and  having  many  small  landowners  among 
their  members.  Shulze-Delitzsch  did  not  consider  his  credit  unions 
adapted  for  the  function  of  making  loans  of  that  character,  on  account 
of  the  length  of  the  periods  for  which  they  usually  run.  For  this  pur- 
pose he  thought  provision  could  be  made  by  an  extension  and  adapta- 
tion to  the  smaller  properties  of  certain  institutes  of  real-estate  credit 
of  which  trials  have  been  made  in  a  few  districts  ever  since  the  time  of 
Frederick  the  Great.  The  more  fitting  role  of  the  credit  unions  was,  in 
his  view,  limited  to  making  loans  for  comparatively  short  terms  on  per- 
sonal security;  and  such  loans,  running  for  terms  of  three  months  or  less, 
are  by  far  the  most  general,  the  shortest  period  for  which  an  advance  is 
granted  being,  as  a  rule,  two  weeks.  The  following  paragraphs  in  re- 
lation to  this  general  subject  are  quoted  from  the  article  by  Mr.  Hake, 
which  has  already  been  drawn  upon  for  information  on  several  points: 

They  [the  loans]  are  repayable  sometimes  at  a  fixed  due  date,  sometimes  by  in- 
stallments at  various  dates.  The  discounting  of  drafts  is  generally  encouraged  by 
keeping  the  rate  of  discount  lower  than  the  rate  of  interest.  It  seems  that  the 
drafts  are  discounted  *  *  *  after  they  have  been  accepted,  and  not  *  *  * 
directly  from  the  drawee  before  the  formality  of  acceptance. 

The  granting  of  accounts-current  is  a  growing,  useful,  and  most  hopeful  feature 
of  the  activity  of  these  banks,  though  by  no  means  adopted  by  all.  These  accounts 
are  *  *  *  capable  of  being  worked  with  checks,  and,  though  granted  only  to 
comparatively  well-to-do  customers — perhaps  a  grade  above  those  for  whose  benefit 
peoples'  banks  were  first  started — they  confer  the  greatest  benefits  upon  all  classes, 
because  they  fulfill  that  vital  function  of  all  banking,  *  *  *  the  working  of  ex- 
changes without  the  use  of  *  *  *  coin,  the  presence  of  which  in  every  market 
*    *    *     is  so  limited  by  immutable  economic  laws. 

Mr.  Vincent  Corbett,  attache  to  the  British  embassy  in  Berlin,  in  a 
report  on  cooperation  in  Germany,  published  some  years  ago,  stated  the 
average  amount  per  member  of  the  loans  made.  His  figures,  which  re- 
lated to  the  six  years  1879-1884,  are  as  follows : 


Years. 

Average    amount 
loaned  per  member. 

Tears. 

Average    amount 
loaned  per  member. 

Marks. 

Dollars. 

Marks. 

Dollars. 

1879 

3,045 
3,142 
3,184 

724. 71 
747.  80 
757. 79 

1882 

3,257 
3,244 
3,358 

775. 17 
772.07 
799. 20 

1880 

1883           o   . 

1881 

1884 

The  average  for  1890  is  shown  by  more  recent  figures  to  have  been 
somewhat  over  $734. 

These  sums  appear  rather  large,  but  they  are,  doubtless,  made  up  by 
aggregating  all  the  short  loans  made  during  the  year  to  each  borrower, 
and  including  renewals  as  new  loans.  Thus  if  a  member  borrowed 
1,000  marks  ($238)  for  three  months  and  had  his  loan  renewed  twice, 
he  would  appear  on  the  books  of  the  society  as  having  received  loans 
amounting  during  the  year  to  3,000  marks,  though  he  at  no  one  time 
19512— No.  3 3 
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Lad  more  than  1,000  marks  of  the  society's  money  in  his  hands.  And 
as  many  of  the  loans  made  are  for  periods  of  much  less  than  three 
months,  it  is  probable  that  the  average  amount  of  each  single  loan  is 
scarcely  so  much  as  one-third  of  that  given  above  as  the  average 
amount  loaned  per  member  during  a  given  year,  unless  a  large  propor- 
tion of  the  members  are  nonborrowers. 

When  Mr.  Corbett  wrote,  prolongations  in  the  case  of  loans  for  fixed 
periods  were  "still  of  constant  occurrence;"  and  it  would  seem  that, 
while  some  of  the  societies  demand  proportional  payments  on  account 
in  such  cases,  most  of  them,  "  induced  by  the  prevailing  superabun- 
dance of  money,''  either  dispense  with  this  requirement  or  are  content 
with  the  payment  of  a  small  installment.  He  adds  that  "  such  loans 
are  considered  by  the  central  union"  (of  the  Schulze-Delitzsch  credit 
associations)  "  as  dangerous  to  the  societies  and  disadvantageous  to  the 
borrowers;"  but  where  the  prolongation  does  not  exceed  the  time  re- 
quired for  the  loan  to  yield  its  returns  to  the  borrower,  it  is  difficult  to 
see  how  it  could  be  in  any  way  harmful  to  him. 

There  is  some  reason  to  believe  that  in  respect  to  the  length  of  time 
for  which  loans  may  be  safely  and  advantageously  made  the  views  of 
those  who  have  in  a  great  measure  shaped  the  policy  of  the  credit 
unions  have  been  rather  too  conservative,  and  that  the  practice  depre- 
cated by  the  central  union  is  after  all  one  which  has  been  forced  upon 
the  banks  by  their  actual  experience  as  to  the  course  which  is  best  for 
their  interests.  In  the  direction  of  agriculture,  at  least,  the  views  re- 
ferred to  seem  to  impose  an  unnecessary  limitation  on  the  usefulness  of 
these  institutions.  Dr.  Schulze  gave  many  good  reasons  why  three 
months,  the  period  for  which  the  associations  ordinarily  borrow,  was 
a  suitable  term  for  the  lenders  and  perhaps  a  considerable  majority  of 
the  borrowers ;  but  while  recognizing  the  propriety  of  making  one  or 
two  extensions  in  exceptional  cases,*  vigilantly  guarding,  however, 
against  a  disposition  to  take  a  still  further  extension  for  granted,  he 
does  not  seem  to  have  taken  due  account  of  the  difference  between  the 
circumstances  of  agriculturists  and  those  of  urban  mechanics  and 
tradesmen  as  bearing  on  the  length  of  time  for  which  they  respectively 
have  need  of  personal  credit.  Emmanuel  le  Barbier,  in  his  valuable 
work  on  Agricultural  credit  in  Germany,!  lays  considerable  stress  upon 
this  point,  and  his  contention  that  a  term  of  three  months  is  commonly 
much  too  short  for  the  accomplishment  of  the  objects  for  which  an 
agriculturist  has  occasion  to  resort  to  personal  loans  seems  entirely  just. 
To  take  but  a  single  example:  if  he  borrows  money  to  purchase  fertilizers 
it  is  desirable  that  he  should  not  be  called  upon  for  payment  until  the 
crops  which  the  fertilizers  were  intended  to  nourish  shall  have  been  pro- 
duced and  marketed  :  and  to  supply  this  desideratum  a  year  would  often 

"Courtois  asserts  on  page  20  of  his  Banqnes  Popnlaires  that  "  advances  are  granted 
for  three  months  with  option  of  renewal  for  three  months  more,  hut  never  beyond 
that  limit." 

f  Le  CrMit  Agricolc  en  AUcmagne. 
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be  too  short  a  term  in  which  to  complete  the  payment,  since  the  outlay 
in  some  cases  falls  far  short  of  being  returned  in  the  first  crop  raised 
ou  the  ground  manured. 

Schulze-Delitzseh  held  it  as  an  almost  axiomatic  truth  that  an  asso- 
ciation could  not  safely  lend  funds  for  a  longer  period  than  that  for 
which  it  barrows  them,  and  this  would  be  manifestly  true  if  the  number 
of  loans  received  were  no  larger  than  the  number  granted.  But  if  new 
loans  are  continually  comiug  in  wherewith  maturiug  ones  may  be  paid 
off,  there  is  likely  to  be  a  certain  balance  on  hand,  which,  with  conserva- 
tive and  prudent  management,  can  be  safely  loaned  for  a  considerable 
period ;  and  the  history  of  the  Eaiffeisen  loan  associations,  of  which 
some  account  is  given  further  on,  shows  that  practically  a  system  of 
borrowing  on  three  months'  time  and  lending  for  even  as  much  as  ten 
years  does  not  necessarily  result  in  bankruptcy,  although  it  must  b© 
admitted  that  the  mode  adopted  to  guard  against  such  a  catastrophe 
has  its  disadvantages  for  the  debtor. 

There  seems  to  be  some  reason  for  believing  that  the  cooperative 
banks  may  find  occasion  to  change  their  system  in  certain  particulars 
in  consequence  of  changing  circumstances,  or  that  more  diversity  of 
system  may  arise  in  response  to  diversity  of  demand.  It  will  be  seen 
from  the  statistics  presented  further  on  that  from  1879  to  1888,  inclusive, 
the  number  and  membership  of  the  "  people's  banks  "  making  returns 
diminished  rather  than  increased;  and  while  there  was  some  increase 
in  their  capital  and  business  and  also  in  the  total  number  of  such  banks 
in  existence  in  Germany,  it  was  not  so  rapid  as  before  1879.  This  cir- 
cumstance may  perhaps  be  partly,  if  not  wholly,  accounted  for  by  the 
fact,  which  will  appear  when  we  come  to  treat  of  the  Raiffeisen  loan 
associations,  that  1879  was  the  year  in  which  these  institutions  began 
to  show  the  rapid  increase  which  they  have  since  maintained.  And  if 
the  Raiffeisen  associations  are  coming  to  be  preferred  to  the  "  people's 
banks  "  by  the  smaller  agriculturists,  for  whom  they  were  more  espe- 
cially designed,  the  chief  reason  for  this  preference  is  probably  to  be 
found  in  the  fact  that  they  make  their  loans  for  longer  terms  and  in 
this  way  better  accommodate  their  business  to  the  needs  of  agriculture. 

On  the  question  of  the  security  required  by  the  banks,  Mr.  Hake  says : 

Each  member  is  generally  able  to  obtain  a  loan  to  the  full  amount  of  his  contribu- 
tion towards  his  share  without  other  security,  and  very  often  he  obtains  a  somewhat 
larger  loan  on  his  own  personal  security  alone ;  but  when  the  loan  exceeds  the  amount 
of  his  share,  L  e.,  the  amount  paid  in,  to  any  considerable  extent,  extra  security  is 
required.*     This  may  consist  of  pledges  of  valuables  and  chattels,  bonds,  and  shares, 

*  Courtois  says  that  if  the  amount  of  the  loan  is  more  than  50  per  cent  in  excess  of 
the  amount  paid  in  by  the  borrower  on  his  share,  the  banks  either  exact  the  deposit 
of  collateral  security  or  require  that  two  other  members  bind  themselves  jointly  and 
severally  as  his  sureties.  Another  writer  states  that  the  contributions  paid  in  by  the 
borrower  on  his  share  must  amount  to  at  least  60  per  cent  of  the  proposed  loan  ;  or 
that  otherwise  he  must  be  indorsed  by  another  member.  The  rules  will,  of  course, 
differ  more  or  less  in  different  associations,  and  in  any  one  association  the  action  in 
a  given  case  will  naturally  depend  somewhat  on  the  character  of  the  applicant. 
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etc.,  but  the  form  it  most  usually  takes  is  that  of  a  guaranty  by  one,  two,  or  more  per- 
sons, friends  of  the  borrowers.  *  *  *  While  there  is  a  tendency  in  all  the  banks  to 
extend  the  discounting  of  drafts  in  preference  to  any  other  branches  of  business,  very 
large  amounts  continue  to  be  lent  chiefly  on  the  security  of  one  or  more  guarantors. 
Thus,  this  kind  of  business  among  the  seventy-five  "people's  banks"  in  the  province 
of  Brandenburg,  during  1837,  reached  *  *  *  the  considerable  sum  of  £'2.300,825 
(46,016,500  marks,  or  810,951,927),  while  the  discounting  amounted  to  £4,950,064 
(99,013,280  marks,  or  $23,565,161).  The  losses  through  bad  debts  of  the  same  banks 
during  the  same  year  (1837)  amounted  to  £4,507  (90,140  marks,  or  $21,453). 

This,  he  points  out,  is  about  one-twelfth  of  1  per  cent,*  which,  he  re- 
marks, "  speaks  volumes  for  the  guaranty  system."    He  adds: 

In  discounting,  the  indorsements  on  the  drafts  are  the  securities,  and  if  the  natural 
indorsements  are  not  deemed  sufficient  it  seems  that  some  accommodation  indorse- 
ments are  unblushingly  added. 

The  methods  adopted  to  assure  the  security  of  the  loaus  granted  are 
discussed  by  M.  le  Barbier  in  the  work  already  referred  to.  who  amoug 
other  things  says : 

The  first  consideration  is  the  solvency  of  the  debtor,  which  depends  upon  his  finan- 
cial position,  his  moral  character,  and  his  business  capacity.  To  determine  this 
requires  a  knowledge  of  circumstances  concerning  each  member  of  the  association 
which  it  is  impossible  for  presidents  to  have.  Hence  recourse  must  be  had,  either  to 
the  submittal  of  all  questions  concerning  credit  to  an  examining  committee,  or  else  to 
the  establishment,  by  joint  action  of  such  a  committee  with  the  officers  of  the  asso- 
ciation, of  a  solvency  record,  wherein  is  set  down  the  lirnit  of  the  indubitable  credit 
of  each  member  of  the  association.  In  either  case  there  is  a  collaboration  of  a  num- 
ber of  men  worthy  of  the  highest  confidence.  In  districts  of  no  great  extent,  where 
members  are  easily  known  to  each  other,  the  former  method  is  preferable.  The  appli- 
cation for  credit  is  submitted  to  an  investigation,  with  a  view  to  ascertaining  the 
present  situation  of  the  applicant.     The  solvency  record  has  much  less  flexibility. 

The  personal  guaranty  of  the  borrower  is,  however,  not  sufficient,  and  in  addition 
one  or  two  indorsements  are  required.  Schulze-Delitzsch  calls  indorsement  "the 
keystone  in  the  organization  of  personal  credit,"  and  further  says  that  in  itself  it 
constitutes  the  sole  possible  responsible  guaranty  of  the  solvency  of  the  debtor,  as 
has  already  been  recognized  by  large  banks,  which  discount  commercial  paper  bear- 
ing the  signatures  of  two  well-known  houses.  Nothing  better  assures  to  an  associa- 
tion an  exact  idea  of  the  solvency  of  its  debtors,  and  in  no  way  can  it  better  exercise 
control  over  their  position  or  over  possible  changes  thereiu.  Worthy  and  capable 
artificers  or  laborers  who  have  real  need  of  loans  will  never  fail  to  find  security,  such 
favors  being  reciprocal.  Moreover,  experience  has  shown  that  in  the  laboring  classes 
a  sort  of  point  of  honor  has  become  established,  there  being  nothing  more  disgrace- 
ful than  to  cause  loss  to  a  comrade  who  has  served  for  one's  security. 

The  rate  of  interest  charged  by  the  credit  unions  is  conceded  to  be 
rather  high,  but  it  is  small  in  comparison  with  that  exacted  by  the 
private  money-lenders,  to  whom  the  members  of  these  institutions  for 
the  most  part  had  recourse  before  their  organization.  We  have  already 
seen  that,  according  to  Schulze-Delitzsch,  an  interest  of  1  thaler  a 
month  on  a  loan  of  20  thalers,  or  60  per  cent  per  annum,  was  quite 
commonly  paid  by  small  dealers  and  laborers,  to  say  nothing  of  the 
more  extreme  cases  which  were  not  infrequent  in  the  case  of  short 
loans.     M.  le  Barbier  points  out  that,  besides  the  interest  which  the 

*  Reallv  about  one-sixteenth. 
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associations  themselves  have  to  pay  for  what  they  borrow,  which  is 
said  to  average  about  4£  per  cent,  there  are  the  expenses  of  adminis- 
tration, the  sums  to  be  added  out  of  the  profits  to  the  reserve  fund, 
and,  of  course,  something  for  dividends.  In  respect  to  the  expenses  of 
administration,  it  may  be  observed  that  the  addition  necessarily  made 
to  the  interest  on  this  account  is  all  the  greater  on  account  of  thesmall- 
ness  of  a  large  proportion  of  the  loans  and  the  shortness  of  the  periods 
for  which  they  are  made,  since  these  circumstances  greatly  increase 
the  labor  involved  in  the  handling  of  the  money  disposed  of.  M.  le 
Barbier  says : 

At  first  the  interest  and  commission  (or  banker's  tee — " provision")  amounted  to 
1  Prussian  pfennig  per  thaler  each  week,  making  an  annual  rate  of  14£  Per  cent, 
since  there  were  expenses  of  first  installation  to  cover,  while  at  the  same  time  a 
reserve  fund  had  to  be  procured  through  increased  profits.  Later,  the  interest  was 
diminished  to  10,  or  8  per  cent  for  most  of  the  associations.  The  commission  or  fee 
was  at  first  calculated  with  the  interest,  but  was  afterward  made  a  separate  item, 
being  payable  once  for  all  without  regard  to  time.  It  is  intended  as  a  compensation 
for  the  labor  of  the  administration  (or  bank  officials),  which  is  the  same,  whatever 
the  duration  of  the  loan. 

Let  us  suppose,  for  instance,  an  annual  interest  of  5  per  cent  and  a  commission  of 
0.5  per  cent  for  a  month's  loan  ;  this  brings  the  rate  up  to  11  per  cent,  while  for  a  loan 
of  three  months  it  would  bring  it  up  to  7  per  cent  only. 

The  best  and  richest  associations  alone  reach  a  rate  as  low  as  6  to  7  per  cent  annual 
interest  by  loaning  at  5  per  cent  annual  interest,  with  a  commission  or  fee  of  one-sixth 
or  one-fourth. 

This  rate  [adds  Schulze-Delitzsch],  which  in  different  associations  varies  between 
6  and  10  per  cent  is  very  moderate,  considering  the  sacrifices  one  has  to  make  to 
obtain  money.  [It  mast  be  remembered,  too,  that  the  interest  on  loans  made  on  per- 
sonal security  is  usually  somewhat  high.] 

At  a  rate  of  10  per  cent  the  debtor  has  but  50  pfennige  (12  cents)  to  pay  for  a 
month's  loau  of  60  marks  ($14.28). 

This  interest  suffices  to  cover  the  expenses  above  enumerated.  The  association 
pays  at  the  most  4£  per  cent  to  its  creditors.  Deducting  2  per  cent  for  office  expenses, 
salaries  of  officers,  clerks,  etc.,  which  is  amply  sufficient,  there  remains  \\  to  3^  per 
cent  surplus,  which  may  be  devoted  to  the  payment  of  dividends  and  to  the  estab- 
lishment of  a  reserve  fund. 

M.  Ernest  Brelay,  in  an  article  in  the  Economiste  Francais  for  May 
9,  1891,  stated  the  average  rate  of  interest  paid  by  the  banks  for  the 
preceding  year  at  3.34  per  cent  and  the  average  rate  received  at  5.3, 
this  last  being,  no  doubt,  the  rate  of  interest  proper,  exclusive  of  the 
banker's  commission.  Adding  a  commission  of  0.5  per  cent  regardless 
of  the  period  for  which  the  loan  was  made,  the  rate  on  a  loan  for  one 
month  would  be  brought  up  to  11.3  per  cent,  and  that  on  a  loan  for 
three  months  to  7.3  per  cent  per  annum.  If  a  commission  is  charged 
with  each  renewal  of  a  three  months'  loan,  the  rate  would  not  fall  below 
7.3  per  cent  with  an  extension  of  the  time,  but  if  one  commission  charge 
sufficed  for  six  months,  the  rate  for  that  period  would  be  6.3  per  cent, 
while  on  a  nine  months'  loan  under  like  conditions  it  would  fall  a  trifle 
below  6  per  cent.  If  loans  were  granted  for  still  longer  periods  the 
addition  to  the  rate  caused  by  the  commission  charge  would,  of  course, 
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be  still  less.  Thus,  under  tbe  conditions  just  considered  the  rate  for  one 
year  would  he  5.8;  for  two  years,  5.55;  for  three  years,  5T^.  etc.  In 
the  larger  associations,  which,  we  have  seen  from  M.  le  Barbier's  state- 
ment, charge  a  lower  commission,  the  total  rates  per  annum  on  loans 
for  the  different  periods  named  would,  of  course,  be  less  than  those 
indicated. 

The  question  here  recurs  whether  the  associations  do  not  insist  too 
much  on  short-time  loans.  If  so,  they  thus  unnecessarily  increase  the 
expense  of  administration,  with  the  effect  of  increasing  the  cost  of  loans 
to  the  borrowers  without  a  corresponding  increase  in  the  profits  of  the 
institutions  themselves.  It  should  be  borne  in  mind  in  this  connection 
that  as  the  borrowers  are  members  of  the  societies  from  which  they 
borrow,  their  shares  as  such  in  the  dividends,  which  are  said  to  average 
from  6  to  7  per  cent,  serve  as  a  partial  offset  to  the  interest  they  pay ; 
but,  so  far  as  the  commission  charged  to  cover  expenses  of  administra- 
tion is  actually  consumed  in  such  expenses,  it,  of  course,  contributes 
nothing  towards  those  dividends,  and  is,  therefore,  an  expense  to  the 
borrower  against  which  he  has  no  drawback  in  his  capacity  of  member. 
The  liberality  of  many  of  the  societies  in  granting  prolongations  of  loans, 
though,  as  we  have  already  seen,  it  is  deprecated  by  the  central  union, 
tends  to  diminish  the  cost  of  administration,  and  this  cost  would  be 
diminished  still  more  if  the  loans  which  are  made  with  the  expectation 
of  renewal  were  originally  made  for  longer  terms.  It  is  difficult  to  see 
any  good  reason  why  this  saving  of  administrative  expenses,  with  the 
corresponding  saving  to  the  borrower  in  the  item  of  commissions,  should 
not  be  aimed  at  as  far  as  is  consistent  with  the  safety  of  the  business 
carried  on  by  the  associations,  especially  as  the  benefit  which  it  would 
bring  to  the  borrowers  would  be  secured  without  any  reduction  in  the 
profits. 

In  the  face  of  such  signal  success  as  the  people's  banks  have  attained 
in  Germany,  it  would  be  rash  for  one  not  intimately  acquainted  with 
the  industrial  and  economic  conditions  of  that  country  to  venture  far 
in  criticism  of  their  methods  of  business :  but  the  experience  of  the 
Eaiffeisen  associations  has  shown  that  there  was  an  opening  for  a  large 
extension  of  operations  in  the  direction  of  longer  loaus  than  those 
ordinarily  made  by  the  people's  banks,  and  it  is  possible  that  there 
are  other  modifications  which  might  give  similarly  favorable  results. 
Moreover  it  seems  quite  evident  that  the  function  of  supplying  loans  to 
members  carrying  on  industry  or  trade  in  a  small  way,  which  formed 
so  large  a  part  of  tbe  original  programme  of  these  banks,  must  find  a 
limit  to  its  development  in  the  fact  that  this  class  of  borrowers  tends  to 
diminish  in  numbers  as  the  field  for  the  successful  prosecution  of  the 
smaller  industries  is  still  further  narrowed  by  the  increasing  use  of 
machinery.  Indeed  it  would  seem  that  in  many  of  the  associations  this 
limit  has  already  been  reached,  since  we  have  seen  from  the  statement 
of  Herr  Schenck  at  Karlsruhe  in  18S5  that  even  before  that  date  the 
people's  banks  had  often  been  embarrassed  by  the  difficulty  of  employ- 
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iug  their  capital  and  that  offered  to  them  in  the  form  of  deposits  and 
loans,  without  making  investments  or  engaging  in  operations  foreign 
to  what  was  regarded  as  their  proper  object.  The  need  of  additional 
safe  outlets  for  the  capital  accumulating  or  tending  to  accumulate  in 
these  institutions  might  perhaps  be  met  by  establishing  branches  in 
country  towns  and  villages  surrounding  the  larger  town  in  which  a 
credit  union  has  its  principal  office,  and  thus  recruiting  the  membership 
to  a  greater  extent  among  the  agricultural  class.*  In  order  to  adapt  the 
length  of  the  terms  for  which  loans  are  made  to  the  needs  of  agricul- 
tural borrowers,  it  would,  perhaps,  be  necessary  to  depend  less  on  de- 
posits for  short  periods  and  more  on  the  contributions  of  non-borrowing 
urban  members,  whose  payments  into  the  capital  stock  would  in  most 
cases  form  a  comparatively  permanent  investment.  In  this  way  the 
large  body  of  urban  workmen  who  have  no  business  of  their  own  in 
which  to  employ  their  savings  would  find  employment  for  them  to  a 
considerable  extent  in  the  agriculture  of  the  surrounding  coun  try.  Such 
a  circulation  of  capital  between  the  towns  and  the  surrounding  rural 
districts  is  a  point  whose  importance  is  strongly  emphasized  by  some 
of  the  Italian  writers  on  cooperative  banking.  The  use  of  the  savings  of 
the  working  classes  in  industrial  cooperation  is,  of  course,  an  ulterior 
aim  which  lies  near  to  the  hearts  of  cooperators,  and  in  the  meantime 
there  is  in  most  countries  an  opportunity  for  the  use  of  a  large  part  of 
such  savings  in  the  acquisition  of  homes  for  the  working  people  them- 
selves. But  for  another  part,  and  that,  in  the  aggregate,  by  no  means 
a  small  one,  the  alternative  in  many  cases  seems  likely  to  lie  between 
its  employment  in  agriculture  by  way  of  well-secured  loans,  which  may 
best  be  made  through  such  institutions  as  the  cooperative  banks,  or  its 
deposit  in  institutions  from  which  it  will  pass  mainly  into  the  hands  of 
the  capitalists  who  carry  on  the  great  manufacturing  industries,  or 
conduct  commercial  or  speculative  operations  on  a  large  scale. 

It  is  true  that  the  urban  workingman  could  not  be  expected,  as  a 
matter  of  sentiment,  to  accept  from  the  working  agriculturist  a  lower 
rate  of  interest  or  poorer  security  than  he  could  obtain  from  the  insti 
tutions  which  lend  to  the  capitalist  class,  but  there  is  no  danger  of  his 
having  any  occasion  to  do  so.  On  the  contrary,  by  so  organizing  his 
cooperative  banks,  or  institutions  of  the  same  general  character  by 
whatever  name  they  may  be  called,  as  to  increase  their  opportunities 
for  lending  to  the  agricultural  class,  he  would  widen  the  market  for  his 
own  accumulations  and  increase  the  chance  of  their  being  lent  at  their 
real  commercial  value,  while  at  the  same  time  escaping  the  heav5T  exac- 
tions of  the  financial  middleman. 

GROWTH   OF   THE  CREDIT  UNIONS. 

It  has  already  been  stated  that  the  first  of  these  German  credit 
unions,  or  people's  banks,  was  organized  by  Dr.  Schulze  in  his  own 
town  of  Delitzsch  in  1850.    The  exceedingly  small  scale  on  which  this 
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great  movement  was  started  will  be  appreciated  when  it  is  stated  that 
the  fee  for  admission  into  this  pioneer  institution  was  about  5  cents, 
and  the  minimum  contribution  towards  the  purchase  of  a  share  about 
10  cents,  the  total  cost  of  a  share  being  only  30  marks  (87.14).  The 
noble  proportions  of  the  tree  which  has  grown  from  the  little  seed  thus 
planted  are  shown  by  the  following  table,  which  gives  the  most  signifi- 
cant figures  in  regard  to  the  credit  unions  for  each  of  the  thirty  years 
from  1859  to  1888  inclusive.  In  the  table  from  which  the  data  here 
given  were  obtained  the  sums  of  money  below  thousands  were  not 
expressed,  but  the  error  from  this  cause  can  in  no  case  exceed  500  marks. 

Development  of  the  people 's  banks  from  1859  to  1888. 


No.  of  banks— 

Statistics  of  the  banks  which  furnished  reports. 

Years. 

In  ex- 
istence. 
(*) 

Which   x-  m.OT,    Advances 

far-      nf™f     made.in- 
nished    °b™em"    eluding  re- 
Teports.                 j     newals. 

Share  capi- 
tal paid  in. 

Reserve 
fund. 

Total  capi- 
tal of  the 
banks. 

Borrowed 

capital  in 

their  hands 

(deposits, 

etc.). 

Ratio 
of  own 
to  bor- 
rowed 
capital 

( 

Dollars. 

Dollars. 

Dollars. 

Dollars. 

Dollars. 

Per  ct. 

1859.... 

183 

80  ;     18,676 

2,  949,  867 

175,  739 

22, 086 

197,  826 

724,  091 

27.50 

I860.... 

257 

133       31, 603 

6,  053,  578 

329,  963 

47,  790 

377,754 

1,  708,  078 

22.10 

1861.... 

364 

188       48, 760 

12,055,176 

570,  819 

76,541 

647,  360 

3,  307,  629 

19.50 

1862.... 

511 

243       69, 202 

16,903.522 

856,  419 

94,  819 

951,238 

4,418,613 

21.10 

1863.... 

662 

339       99,  175 

;     24,  350,  637 

1,  287,  485 

155,  747 

1, 443,  232 

6, 467,  507 

22.30 

1864.... 

890 

455      135,013 

j     34,377,291 

2,112,869 

209,630  1    2,322,499       9,108.165 

25.  40 

1865.... 

961 

498     169, 595 

I     48,244,8*5 

3, 172,  254 

292,  454  !     3,  464,  709  1  12,  606,  955 

27.40 

1866.... 

1,047 

532     193,712 

60,  697.  235 

4, 121,  970 

397,365  '    4,519,334 

14,  205,  363 

31.80 

1867.... 

1,195 

570     219,358 

j     72,  846.  659 

4,  890,  043 

471,621  1     5.361,664 

17,  628,  755 

30.40 

1868.... 

1,558 

666     256,337 

99,  422,  882 

6,  6*7,  038 

618,  229       7,  305,  267 

24,  068,  274 

30.30 

1869.... 

1,750 

735     3o4.  772 

129.663,923 

8,  623.  978 

839,  093  !    9,  463,  070 

30,  489,  514 

31.03 

1870.... 

1,871 

740     314. 656 

148,239,538 

9,  602.  6^4 

866,  891  '  10,  469,  525 

32,  843,  429      31.  b7 

1871.... 

2.  059 

777     340,336 

172,139,117 

11,  088,  896 

1,  074,  998  :  12, 163,  894 

41,  985,  485 

28.97 

1872.... 

2,221  ; 

807     372. 742 

253,  126,  709 

13,  934.  234 

1,  328,  421  ;  15,  262,  654 

55,112,803 

27.69 

1873.... 

2,409 

834     399,  741 

318,967,410 

16.  610,  976 

1,  628.  872  1  18.  229,  848 

66,  702,  070 

27.33 

1874.... 

2,639 

815     411,413 

322.  662.  €93 

18,  358, 178 

1,  770,  530  ;  20, 128,  707 

72,  693,  768 

27.68 

1875.... 

(!) 

815     418,251 

355,  964.  414 

19,  S83,  091 

2,  005,  864     21.  888,  955 

78,  579,  222 

27.85 

1876.... 

1.793 

806     431, 216 

363,  042,  725 

21.152,4c8 

2,383,618  1  23,536,106     79,604,526 

29.57 

1877.... 

1,827 

929     468.  652 

368,  995,  771 

23,  475,  368 

2,  871,  613  |  26.  346,  981     83.  542,  570 

31.54 

1878.... 

1,841 

948     480. 507 

346,  528.  952 

24,486,011 

3,  296,  966     27,  782,  978     82,  489,  658  '    33.  68 

1879.... 

1,866 

899     459, 033 

332,  771,  790 

24,  037,  048 

3,  597,  989     27,  635,  037     82,  739,  653      33.  44 

1880.... 

1,  895 

S06     460, 656 

344,511,283 

24, 182.  664 

3,  902,  819     28, 185,  483     86,  739,  005      32.  49 

1881.... 

1,  8>9 

902     462,212 

350,  ft37. 142 

24,365,107  ; 

4,  140.  248     28,  505,  355 

89,  083,  019  !    31.  99 

1882.... 

1,875 

905     401.  153 

357,  563,  394 

24,  582, 163 

4,  327,  411  .  28,  909,  574  , 

90,  292,  250      32.  01 

1883.... 

1,910 

922     466, 575 

360,  240,  989 

25,083,677  j 

4.619,104     29,702.781 

92,  667,  490  i   32.  ( 5 

1884  ... 

1,905 

879     451.779 

361,  034,  766 

25,311,205 

4,  800,  365 

30,111,570 

93,573,603  '   32.18 

1885.... 

2,118 

89b     458, 080 

365,  054,  110 

25,  6G6, 110 

5,  136.421 

30.  802,  531 

95.  6:>8,  781      32  21 

1886.... 

2,  200 

881      451.452 

362.371,946 

25. 5-97.  597 

5,448,  106 

31,445,702 

97,994,310  |    32.09 

1887.... 

2.135 

^6     456, 276 

381,  242, 109 

26,330,226 

5,  770,  ^62 

32,1(0,488 

1 01.  655,  893      31.57 

]8;8.... 

2,160 

901      401, 356 

378,  412.  765 

26,  304,  522 

6,  ( 69,  571 

32,  374,  093 

101,202,550      31.99 

*In  this  column  the  banks  in  the  provinces  won  from  Austria  in  the  war  of  1866  are  deducted  for 
the  years  succeeding  1875.  This  accounts  for  the  apparent  falling  off  in  the  number  of  banks  in  ex- 
istence. 

t  Unknown. 

Assuming  the  1,259  credit  unions  not  reporting  for  1888  to  have  had 
as'large  an  average  membership  as  the  901  reporting,  the  total  member- 
ship of  the  2,1G0  unions  would  exceed  1,100,000,  but  this  would  probably 
be  too  high  an  estimate. 

The  figures  for  1859  show  the  growth  to  which  the  system  had  at- 
tained during  the  first  uiue  years  of  its  existence,  and  a  comparison 
between  the  figuies  for  that  year  and  those  for  1888  exhibits  its  develop- 
ment during  the  succeeding  twenty-nine  years.  It  will  be  seen  that 
during  that  period  the  total  number  of  the  ''people's  banks''  increased 


GERMAN  CREDIT  UNIONS  OR  PEOPLE^  BANKS.       41 

from  183  to  2,160;  the  number  that  sent  in  their  accounts,  from  80  to 
901  ;  the  number  of  members  in  these  last,  from  18,676  to  461,356;  the 
amount  of  the  advances  made,  including  renewals,  from  $2,949,867  to 
$378,412,765;  the  paid-in  capital,  from  $175,739  to  $26,304,522;  tbe  re- 
serve fund,  from  $22,086  to  $6,069,571 ;  and  the  borrowed  capital  in  the 
hands  of  the  banks,  from  $724,091  to  $101,202;550.  It  will  be  remem- 
bered that  the  figures  on  membership,  advances,  capital,  etc.,  relate 
only  to  the  banks  which  made  returns  of  their  business. 

The  latest  information  at  hand  in  regard  to  the  number  and  business 
of  the  "people's  banks"  is  found  in  the  article  by  M.  Ernest  Brelay, 
already  referred  to.*  M.  Brelay  shows  that  out  of  6,777  registered  co- 
operative societies  in  existence  on  May  1,  1890,  3,467  were  associations 
of  mutual  credit,f  not  all,  however,  of  the  Schulze-Delitzsch  type  here 
under  consideration.  Of  the  last  named  type  1,002  had  turned  in  their 
accounts,  from  which  M.  Brelay  selects  the  figures  on  the  chief  items, 
which,  after  reducing  marks  to  dollars,  give  the  following  results: 

Members 490,627 

Authorized  loans $360,418,847.39 

Average  per  society 359, 699. 40 

Average  per  member 734.  47 

Total  capital  involved 133,271,649.53 

Private  capital  of  members 25,  882, 815.  83 

Reserve  fund 6,212,450.69 

M.  Brelay  further  says  : 

The  aggregate  general  expenses  of  the  above  1,002  societies  amounted  to  5,926,913 
marks  ($1,410,605)  and  the  losses  to  1,008,683  marks  ($240,067),  which  is  infinitesimal 
in  comparison  with  the  importance  of  their  transactions.  The  losses,  moreover,  were 
covered  partially  by  a  requisition  on  the  reserve  fund  and  partly  by  the  profits  made 
by  the  societies ;  these  last,  the  interest  having  been  first  covered,  amounted  to 
8,474,139  marks,  divided  as  follows: 


Marks. 

Dollars. 

6,  289,  312 
1,  696,  287 

48,  695 
439,845 

1, 496, 856 

403,  716 

11  589 

104,  683 

Total 

8,  474, 139 

2,  016,  844 

We  should  not  omit  to  draw  attention  to  the  fact  that  in  these  institutions  the 
claims  of  humanity  are  not  overlooked,  notwithstanding  the  rigorous  control  having 
for  its  object  the  discouragement  of  indolence  and  parasitism.  Thus,  among  the  gen- 
eral expenses  there  was  included  a  sum  of  52,114  marks  ($12,403)  devoted  to  the 
bureau  of  aid  for  employe's,  pensions,  etc. 

The  following  comparative  statement,  found  in  a  report  to  the  Depart- 
ment of  State,  made  by  United  States  Consul-General  Jacob  Miiller,  of 

*  See  the  Economiste  Francais  for  May  9,  1891. 

t  Of  the  total  number  (6,777)  over  2,000  bore  titles  indicating  that  they  were  agri- 
cultural, including  societies  for  agricultural  credit  and  for  other  purposes  connected 
with  agriculture. 
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Fraukfort-on-the-Maiu,  brings  into  bold  relief  the  magnitude  of  the 
operations  of  these  "people's  banks."  Speaking  of  the  886  banks 
which  made  returns  of  their  business  for  the  year  1887,  he  says  :  * 

The  deposits  of  the  people's  banks  in  Germany  amounted  to  534,000,000  francs 
(8103,062,000);  the  deposits  of  the  Bank  of  France  were  only  852,570,000  francs 
($164,546,010);  of  the  Bank  of  England,  718,375,000  francs  ($138,646,375):  of  the 
Bank  of  Germany,  525,000,000  francs  ($101,325,000) ;  so  that,  of  the  popular  banks 
of  Germany,  8SQ  out  of  2,200  deposited  more  money  than  the  Bank  of  the  Empire. 
Making  a  fair  allowance  on  the  average  of  the  banks  not  reporting,  the  total  popular 
bank  deposits  would  exceed  those  of  the  Bank  of  England  ;  and  without  such  allow- 
ance they  would  be  greater  than  those  made  in  the  Bank  of  France,  if  the  365,000,000 
francs  (870,445,000)  of  state  funds  are  deducted. 

In  1887  the  people's  banks  advanced  500,000,000  marks  (8119,000,000),  did  a  dis- 
count business  of  788,000,000  marks  (8187,544,000),  and  of  current  accounts  600,000,000 
marks  (8142,800,000).  This  business  was  confined  to  bank  members:  agricultural, 
29.90  per  cent;  small  industries,  33.90  per  cent;  large  industries  and  commerce, 
36.02  per  cent. 

PARTICIPATION  OF  AGRICULTURISTS. 

M.  Brelay  was  able  to  collect  statistics  showing  the  proportion  be- 
tween the  different  occupations  represented  in  the  membership  of  914 
out  of  the  1,002  banks  which  made  returns  for  1890.  Their  aggregate 
membership  was  about  435,000,  made  up  as  shown  in  the  following 
statement: 

Per  cent. 

Agricultural  proprietors ,. 29. 5 

Independent  workmen 23.1 

Storekeepers 8.  7 

Landlords,  fund-holders,  etc 7.  4 

Liberal  professions 6.4 

Factory  hands 5.4 

Miners  and  miscellaneous  workmen 4.7 

Messengers,  railroad  employes,  etc 4.  7 

Day  laborers,  foresters,  gardeners,  etc 3.2 

Manufacturers,  miue-owners,  etc 2.  0 

Railway  laborers 2.0 

Servants 0.  9 

Commercial  travelers,  clerks,  etc 0.  6 

The  above  figures  contain  slight  inaccuracies,  as  they  amount  all  to- 
gether to  above  103  per  cent  instead  of  100  :  but  they  are  given  as  pre- 
sented by  M.  Brelay  and  may  be  accepted  as  a  substantially  correct 
indication  of  the  proportions  between  the  different  classes  represented 
in  the  people's  banks.  They  show  that  agricultural  proprietors  form 
the  largest  single  class  among  the  members  of  those  associations,  in- 
dependent workmen  standing  second  ;  and  if,  with  the  agricultural  pro- 
prietors, we  should  include  gardeners,  foresters,  and  such  of  the  "day 
laborers"  and  "  miscellaneous  workmen  "  as  may  be  employed  in  rural 

*  Owing  to  the  use  of  round  numbers  and  the  reduction  of  marks  and  pounds  ster- 
ling to  francs  on  the  basis  of  a  nut  very  close  equivalent,  Consul  M tiller's  figures  must 
be  accepted  as  approximate  only. 


GERMAN    CREDIT    UNIONS    OR   PEOPLE'S    BANKS,  43 

industry,  we  should  have  a  rural  population  amounting  to  nearly  if 
not  quite  one-third  of  the  entire  membership. 

The  latest  year  for  which  accounts  are  at  hand  showing  the  sums  lent 
by  the  credit  unions  to  persons  engaged  in  agriculture  is  1885.  A  table 
for  that  year,  compiled  from  the  returns  of  544  unions,  is  published  by 
M.  le  Barbier  on  page  124  of  his  work  on  Agricultural  Credit  in  Ger- 
many. This  shows  that  out  of  a  total  membership  of  270,808  there 
were  72,994  of  whom  agriculture  was  the  principal  occupation,  and 
37,879  who  were  partially  engaged  in  the  same  industry,  making  110,873, 
or  about  41  per  cent  of  the  whole  number  of  members,  who  in  a  greater 
or  less  degree  were  dependent  on  agriculture  for  a  livelihood. 

It  will,  of  course,  be  understood  that  these  figures  refer  only  to  the 
544  unions  referred  to  in  M.  le  Barbier's  table,  among  which  it  is  to  be 
presumed  none  of  the  purely  urban  unions  are  comprised,  but  only  those 
among  whose  members  some  agriculturists  are  included.  The  total 
amount  of  the  loans  (including  extensions)  granted  by  these  societies 
for  the  year  in  question  was  778,492,764  marks  ($185,281,278),  of  which 
139,659,918  marks  ($33,239,060)  were  lent  to  persons  whose  principal 
pursuit  was  agriculture.  The  total  number  of  loans  made  to  the  same 
class  was  200,052,  and  the  number  of  accounts  current,  4,080.  The 
average  amount  of  these  loans  to  agriculturists  was  about  $167. 

The  following  passage,  quoted  from  M.  le  Barbier's  work,  shows  that 
the  proportion  of  agriculturists  in  these  unions  is  relatively  greater  than 
their  proportion  in  the  general  population : 

In  1887  a  comparison  was  made  between  the  proportion  of  agriculturists  in  the 
German  Empire  and  the  same  proportion  in  the  Schulze-Delitzsch  associations.  This 
comparison  was  based  upon  the  census  of  the  German  Empire  in  1882  and  upon  the 
annual  report  of  the  syndicate  of  the  Schulze-Delitzsch  associatious,  and  gave  the 
following  results : 

Twelve  per  cent  of  the  inhabitants  of  Germany  follow  agriculture.* 

Twenty-five  per  cent  of  the  members  of  the  Schulze-Delitzsch  associations  are  agri- 
culturists, and  in  the  last  five  years  (1883-87)  the  proportion  has  been  still  further 
increased  by  2  per  cent,  t 

The  proportion  of  agriculturists  in  the  association  is  therefore  double  what  it  is  in 
the  population. 

Of  1,000  inhabitants  pursuing  any  occupation  other  than  agriculture,  21  are  mem- 

*■  Not  only  does  this  exclude  dependents  of  those  engaged  in  agriculture,  but  it  ex- 
cludes also  the  females  so  engaged.  The  figures  taken  are  evidently  those  expressing 
the  number  of  males  engaged  in  agricnltnre,  forestry,  live-stock  raising,  and  fishery 
(namely  5,701,587),  this  number  being  compared  by  M.  le  Barbier  with  the  total  pop- 
ulation (45,222,113),  of  which  it  really  constitutes  over  12|  per  cent.  It  would  seem 
as  if  logically  the  percentage  which  the  number  of  males  engaged  in  agriculture 
(dependents  excluded)  should  have  been  compared  with  the  number  of  males  in  all 
gainful  occupations,  rather  than  with  the  whole  population  of  the  country ;  but  as 
dependents,  and  for  the  most  part  females  also,  are  practically  omitted  in  the  case  of 
the  members  of  the  credit  unions,  most  of  whom  may  be  presumed  to  be  adult  males, 
the  comparison  as  it  stands  answers  its  purpose  with  a  sufficient  degree  of  fairness. 

tWe  have  seen  that  still  later  figures  show  a  still  higher  percentage,  indicating  a 
continuous  increase  in  the  proportion  of  agriculturists  for  a  number  of  years  past. 
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bers  of  Schulze-Delitzsch  associations,  whereas  of  1,000  agriculturists  in  the  Empire 
43,  and  in  Prussia,  49,  belong  to  the  same  associations. 

This  proportion  is  very  variable  according*^  provinces.  In  Hanover,  Westphalia, 
and  Rhenish  Prussia  it  is  only  4  to  6  per  1,000.  In  Hesse-Xassau,  on  the  contrary,  it 
rises  to  113  per  1,000,  and  in  Mecklenburg  to  about  100  per  1,000,  being  the  same  in 
the  Grand  Duchy  of  Baden,  Schleswig-ELolstein,  the  province  of  Saxony,  etc. 

M.  le  Barbier  refers  to  an  objection  often  made  to  these  Schulze- 
Delitzsch  unions  on  the  ground  that  they  are  confined  to  the  cities,  and 
therefore  are  not  available  to  the  agricultural  population.  He  admits 
that  they  are  rarely  found  in  the  villages,  but  says  that  they  exist  in  all 
the  smaller  cities  and  market  towns. 

As  a  fair  example  of  the  distribution  throughout  the  whole  of  Germany, 
he  gives  for  the  province  of  Silesia  a  list  of  the  places  in  which  such 
associations  are  located,  with  the  population  in  each  place.  This  shows 
that  in  that  province  the  numbers  of  such  societies  in  places  of  the  dif- 
ferent grades  specified  are  as  follows : 

In  places  of  less  than  1,000  inhabitants 7 

Between  1,000  aud  2,500 33 

Between  2,500  and  5,000 22 

Between  5,000  and  10,000 23 

Between  10,000  and  20,000 15 

Between  20,000  and  50,000 5 

Over  50,000 2 

The  territorial  distribution  in  the  province  of  Silesia  appears  to  be 
such  as  would  give  about  the  equivalent  of  one  credit  union  to  nearly 
every  county  seat  in  one  of  our  own  States. 

The  credit  unions,  grouped  in  various  provincial  and  one  great  na- 
tional union,  are  represented  in  a  central  board,  and  have  also  an  attor- 
ney ( Anicalt)  to  watch  over  their  common  interests.  This  position  was 
held  by  Schulze-Delitzsch  during  his  life — an  arrangement  which,  Dr. 
Ely  observes,  has  been  the  chief  promoter  of  the  cooperative  cause  in 
Germany,  "Dr.  Schulze's  repeated  warnings  against  every  beginning 
of  an  unhealthy  development,  his  watchful  care,  and  his  readiness  and 
ability  to  defend  with  pen  and  word  the  interest  of  the  unions,"  having 
41  contributed  more  than  anything  else  to  their  sound  business  basis 
to-day." 

Dr.  Schulze's  successor  is  Herr  Schenck,  who  is  a  member  of  the 
Reichstag,  as  was  Schulze-Delitzsch  himself. 

An  arrangement  deserving  especial  notice  is  that  of  the  giro-union 
(circulation  union)  of  German  associations,  as  to  which  Mr.  Vincent 
Corbett  gives  the  following  statement  in  the  report  above  referred  to : 

An  account  is  opened  at  the  association's  bank  in  Berlin  in  favor  of  each  people's 
bank  belonging  to  the  union.  Each  bank  keeps  a  deposit  of  at  least  300  marks  ($71.40) 
there,  which  can  be  increased  by  deposit  in  specie,  by  bills  on  Berlin  or  any  Prussian 
bank,  or  places  where  there  are  other  loan  associations,  or  by  the  transference  of  the 
deposit  of  a  third  party  from  his  account  to  their  own.  It  can.  on  the  other  hand, 
dispose  of  its  deposits  by  transference  to  another  account  kept  by  the  bank,  or  by 
checks,  bills  payable  at  sight,  or  order  consignment  in  specie.     Though  Schulze  re- 
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garded  this  institution  as  extremely  important,  only  a  minority  of  the  people's  banks 
or  credit  associations  belonging  to  the  general  union  belong  to  it  also. 

The  interests  of  the  credit  unions  and  of  cooperative  associations  in 
general  are  further  represented  by  a  weekly  journal  entitled  Blatter  fur 
Genossenschaftsicesen. 

In  regard  to  the  beneficial  effects  of  these  unions  many  testimonies 
might  be  quoted.  Oue  writer  says  they  "  have  been  of  great  service 
in  promoting  the  prosperity  of  those  districts  in  which  they  carry  on 
operations,"*  and  also  observes  that  "  through  careful  management  the 
losses  on  advances  have  been  extremely  small."  Another,  Mr.  Henry 
W.  Wolf,  in  an  article  in  the  Contemporary  Keview,  for  May,  1891, 
testifies  as  follows  to  the  benefits  they  have  conferred  on  the  small 
landowners : 

The  small  proprietors  have  had  much  to  suffer  from  usurers.  But  by  means  of 
cooperative  credit  associations  introduced  by  Herr  Schulze-Delitzsch,  and  even  more 
by  the  help  of  those  established  on  the  plan  of  Herr  Raiffeisen  [noticed  further  on], 
these  grasping  gentry  are  being  completely  disarmed. 

Mr.  Vincent  Oorbett  says  of  these  "  people's  banks  "  that  "  they  ap- 
pear to  have  in  a  great  degree  overcome  the  indebtedness  and  misery 
which  was  so  often  the  lot  of  the  working  classes  a  quarter  of  a  century 
ago,  in  consequence  of  the  usurious  interest  that  they  were  compelled 
to  pay,  especially  in  agricultural  districts,  on  even  the  smallest  loan." 
He  elsewhere  adds  that  they  have  maintained  and  strengthened  them- 
selves in  the  confidence  of  the  public  through  all  crises,  and  Dr.  Ely 
considers  it  "  doubtful  if  in  America  any  one  kind  of  business  can  show 
so  small  a  proportionate  number  of  failures  as  the  cooperative  German 
unions."  "Yet,"  says  he,  "  these  unions  have  provided  the  poor  and 
property  less  with  credit,  their  good  name  has  grown,  and  more  money 
has  often  been  offered  them  at  low  rates  of  interest  than  they  could 
use.  In  places  where  they  have  been  established  the  unions  have  made 
all  those  worthy  of  credit  able  to  obtain  it." 

While  some  serious  failures  have  occurred  since  these  words  were 
written,  the  losses  have  been  so  small  in  proportion  to  the  business 
done  that  it  is  safe  to  say  that  the  eulogium  remains,  on  the  whole,  as 
true  today  as  when  it  was  written. 

CONSTITUTIONAL  DETAILS. 

Many  of  the  provisions  commonly  found  in  the  constitutions  of  credit 
unions  of  the  type  under  consideration  have  been  incidentally  indicated 
in  the  foregoing  account  of  the  nature,  objects,  and  operations  of  those 
institutions ;  but  a  somewhat  more  detailed  statement  is  desirable,  and 
the  materials  therefor  are  mainly  taken  from  the  constitution  framed 
in  accordance  with  the  new  German  law  on  cooperative  associations  as 
a  model  for  the  general  use  of  credit  unions  of  the  Schulze-Delitzsch 

*  See  article  on  Popular  Banks,  in  Palgrave's  Dictionary  of  Political  Economy. 
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type,  organized  under  the  system  of  unlimited  liability.  The  organs 
through  which  such  societies  act  are  a  board  of  managers,  or,  more 
briefly,  "  the  management,"  consisting  of  at  least  two,  but,  perhaps, 
more  commonly  of  three,*  members;  the  supervising  council,  usually 
comprising  from  nine  to  fifteen  members ;  and  finally  the  general  assem- 
bly of  the  members  of  the  society,  by  which  the  members  of  the  man- 
agement and  of  the  supervising  council  are  elected. 

The  management,  where  it  comprises  three  members,  consists  of  the 
director,  the  treasurer  or  cashier,  and  the  comptroller,  who  are  elected 
for  not  more  than  three  years,  but  are  eligible  to  reelection,  and  whose 
respective  terms  of  office  are  so  adjusted  that  only  one  of  them  may  go 
out  of  office  at  any  one  time.  It  is  the  duty  of  this  body  to  notify  the 
court  in  which  the  register  of  the  societies  is  kept  of  all  changes  in  its 
own  membership,  and  each  member  on  taking  office  must  leave  his 
signature  with  that  tribunal.  It  represents  the  society  judicially  and 
extrajudicially,  and  is  authorized  to  sign  in  its  name,  the  signatures  of 
two  of  its  members  sufficing  to  bind  the  society.  It  carries  on  the  busi- 
ness of  the  society  according  to  the  discretion  of  its  own  members,  ex- 
cept  where  there  are  restrictions  or  special  directions  in  the  constitu- 
tion, or  where  the  approval  of  the  supervising  council  or  general  assem- 
bly is  required  by  the  same  instrument.  Its  members  are  jointly  and 
severally  liable  for  overstepping  the  limits  of  their  constitutional  pow- 
ers, or  for  any  loss  to  the  society  occasioned  by  want  of  proper  care  on 
their  part;  and  if  they  allow  the  profits  or  joint  property  of  the  society 
to  be  distributed  in  contravention  of  law,  they  are  required  to  make 
good  the  amounts  so  distributed. 

The  duties  of  the  managers  in  respect  to  bookkeeping,  annual  state- 
ments of  accounts,  keeping  lists  of  the  members,  taking  care  of  the 
cash,  securities,  papers,  etc.,  of  the  association  are  minutely  prescribed ; 
and  within  six  months  after  the  close  of  each  financial  year  they  must 
publish  the  annual  balance  sheet  and  a  statement  showing  the  number 
of  members  who  have  entered  or  withdrawn  during  the  year  with  the 
number  in  the  society  at  its  close,  which  statement  must  be  inscribed 
in  the  official  register. 

At  least  as  often  as  once  every  two  years,  they  must  have  the  organ- 
ization of  the  society  and  the  management  of  its  business  examined 
by  an  inspecter  (not  a  member  of  the  society)  designated  for  the  pur- 
pose as  provided  by  law,  must  submit  all  books,  papers,  funds,  etc.,  to 
his  inspection,  and  have  his  certificate  that  the  required  examination 
has  been  made  entered  in  the  official  register. 

If  the  property  of  the  society,  including  its  reserve  fund  and  business 
credits,  be  at  any  time  found  insufficient  to  cover  its  debts,  the  manage- 
ment must  call  a  meeting  of  the  general  assembly  to  decide  whether 
the  society  shall  be  dissolved. 

*  This  is  the  number  specified  in  the  model  constitution. 
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During  the  hours  of  business,  which  are  to  be  fixed  by  common  agree- 
ment between  the  management  and  the  supervising  council,  two  mem- 
bers of  the  management  must  always  be  present  at  the  bank  or  office 
of  the  society,  and  no  money  must  be  received  or  paid  out  except  during 
tbose  hours. 

The  management  must  make  a  report  to  the  supervising  council  at 
each  ordinary  session  of  the  latter  body,  giving  an  account  of  the  busi- 
ness for  the  preceding  week,  and  must  also  make  monthly,  quarterly, 
and  annual  reports  to  the  same  body.  Special  care  is  enjoined  in  regard 
to  the  notices,  announcements,  and  advertisements  required  by  law,  the 
legal  penalties  for  whose  neglect  must  be  borne  by  the  managers  them- 
selves without  claim  on  the  society  for  restitution. 

The  special  duties  of  the  several  members  of  the  management  are  de- 
termined by  a  set  of  instructions  prepared  by  the  managemnt  and  the 
supervising  council  together  and  approved  by  the  general  assembly. 

The  managers,  or  any  one  or  more  of  them,  may,  at  any  time,  be 
stripped  of  their  powers  by  a  vote  of  the  general  assembly,  and  pending 
a  decision  of  that  body  (which  must  in  that  case  be  convened  as  speedily 
as  possible)  they  may  be  provisionally  deposed  by  the  supervising 
council. 

The  compensation  of  the  managers  is  fixed  by  the  general  assembly, 
due  regard  being  had  to  the  duties  they  have  to  perform,  and,  accord- 
ing to  the  model  constitution  above  referred  to,  it  consists  in  part  of  a 
fixed  annual  salary,  and  in  part  of  a  percentage  of  the  profits.  These 
officers  are  required  to  give  bond  for  the  faithful  performance  of  their 
duties. 

The  general  character  of  the  duties  of  the  supervising  council  is  in- 
dicated by  its  title.  As  in  the  case  of  the  management,  one-third  of  the 
members  of  this  council  retire  each  year  unless  reelected,  so  that  the 
inexperienced  members  never  constitute  more  than  one-third  of  its 
number.  As  a  general  rule  the  council  holds  weekly  meetings  for  the 
dispatch  of  business,  members  of  the  management  being  present  to  give 
information,  but  without  a  vote  except  on  questions  which  the  consti- 
tution leaves  to  the  joint  action  of  the  two  bodies.  The  official  record 
of  the  proceedings  of  the  council  must  contain  the  resolutions  adopted, 
and  must  be  subscribed  by  the  members  of  that  body  and  of  the  board 
of  management  present  at  the  meeting. 

A  procedure  is  provided  by  which  a  member  of  the  council  can,  at 
any  time,  be  deposed -by  a  three-fourths  vote  of  the  general  assembly. 
The  council  looks  after  the  conduct  of  all  branches  of  the  business  by 
the  management.  It  can  at  any  moment  demand  a  report  from  that 
body  on  any  of  the  affairs  of  the  society,  and  can  examine,  or  cause  to 
be  examined  by  members  designated  for  the  purpose,  any  of  the  books, 
documents,  or  papers,  the  cash  in  hand,  or  other  effects  of  the  society. 
If  it  have  occasion  to  exercise  its  power  of  provisionally  deposing  the 
management,  it  may  appoint  managers  ad  interim  and  have  the  funds, 
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books,  papers,  and  other  effects  of  the  society  turned  over  to  them.  It 
must  be  in  attendance  at  each  examination  made  (as  required  by  law) 
by  the  inspector,  and  must  present  a  report  thereon  to  the  general 
assembly  at  the  next  meeting  of  that  body. 

The  council  is  required  to  examine  all  the  statements  of  accounts 
made  by  the  management,  including  the  annual  balance  sheet,  and  the 
proposals  of  the  same  body  in  reference  to  the  distribution  of  profits 
and  losses,  and  it  must  make  reports  thereon  to  the  general  assembly 
before  that  body  takes  action  on  the  acceptance  of  the  annual  balance 
sheet. 

The  course  to  be  observed  by  the  council  id  conducting  the  affairs 
committed  to  its  charge  is  determined  by  the  management  and  council 
in  a  set  of  instructions  prepared  by  the  two  bodies  conjointly  and  ap- 
proved by  the  general  assembly.*  Responsibility  for  neglect  of  duty 
is  enforced  as  strictly  in  the  case  of  the  council  as  in  that  of  the  man- 
agement. 

The  council  represents  the  society  in  the  conclusion  of  contracts  on 
its  behalf  with  the  management,  and  in  prosecutions  which  may  have 
to  be  instituted  in  its  name  against  the  members  of  that  body.  In  the 
following,  among  other  matters,  the  management  must  have  the  ap- 
proval of  the  council :  in  granting  credits  of  all  kinds  and  renewals 
thereof,  or  in  preparing  a  list,  subject  to  monthly  revision,  showing  the 
maximum  amount  of  credit  which  may  be  allowed  by  the  management 
to  each  member;  in  opening  and  terminating  business  relations  with 
financial  institutions  and  banking  houses:  in  opening  credits  therewith 
and  determining  the  conditions  governing  the  same,  and  in  the  invest- 
ment of  temporarily  unemployed  capital  or  of  reserve  funds. 

Among  matters  on  which  the  council  and  board  of  management  act 
conjointly  are  the  following:  Engaging  or  dismissing  of  employes  and 
fixing  their  compensation;  giving  powers  of  attorney  for  certain  pur- 
poses and  prosecuting  judicial  claims  against  either  employes  or  per- 
sons holding  such  powers  of  attorney ;  concluding  leases  or  other  con- 
tracts; fixing  the  rate  of  interest  and  commission  on  credits  granted, 
which  rates  must  be  made  known  to  the  members  by  publication;  ad- 
mitting new  members  or  proposing  the  expulsion  of  members  by  the 
general  assembly;  provisionally  suspending  employes  whose  appoint- 
ment and  dismissal  depend  on  the  general  assembly ;  fixing  the  amount 
of  loans  to  be  contracted  upon  debentures,  the  duration  of  such  loans, 
the  rate  of  interest  thereon,  and  the  rate  of  interest  to  be  allowed  on 
deposits  in  account  current,  where  no  credit  is  opened  by  the  depos- 
itor; in  fixing,  subject  to  the  approval  of  the  general  assembly,  condi- 
tions for  the  acceptance  and  repayment  of  savings  deposits  and  the  rate 
of  interest  to  be  allowed  thereon;  in  determining  the  office  hours,  and 

*  These  instructions  must  be  signed  by  the  members  of  the  council  iu  token  of 
acquiescence,  and  a  like  requirement  is  made  of  the  managers  in  reference  to  the  in- 
structions prepared  for  them. 
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in  calling  in  uncovered  balances  due  from  negligent  debtors.  The 
names  of  the  members  of  the  council,  like  those  of  the  managers,  have 
to  be  reported  at  the  registry  office. 

The  general  assembly  of  the  members  is,  of  course,  the  primary 
source  of  power.  In  that  body  each  member  is  entitled  to  one  vote, 
which  can  not  be  delegated  to  a  proxy.  But  corporate  bodies  which 
may  be  members  of  the  society,  or  the  heirs  of  deceased  members,  may 
be  represented  by  agents  whose  powers  are  defined  in  writing,  and  no 
person  can  act  as  such  agent  for  more  than  one  member. 

Ordinarily  the  meetings  of  general  assembly  are  called  by  the  super- 
vising council,  but  ample  provisions  are  made  to  the  end  that  negli- 
gence on  the  part  of  that  body,  or  the  board  of  management,  may  not 
prevent  a  meeting  from  being  called  when  the  interests  of  the  society 
require  it. 

The  regular  meetings  are  held  (a)  after  the  close  of  the  financial  year 
to  pass  upon  the  accounts  and  balance  sheet  and  on  the  proposals  sub- 
mitted in  respect  to  the  division  of  profits,  and  (b)  at  the  close  of  each 
quarter  to  receive  the  quarterly  reports,  hear  complaints,  and  in  the 
case  of  the  third  quarter,  to  hold  the  annual  election. 

The  balance  sheet  and  an  abstract  of  the  annual  accounts  must  be 
posted  where  members  can  see  them  at  least  eight  days  before  the 
annual  meeting  at  which  they  are  to  be  considered,  and  any  member 
may  demand  copies  thereof  at  his  own  expense. 

When  special  meetings  are  called  the  order  of  the  day  must  be  pub- 
lished in  advance,  so  that  members  may  know  the  subjects  to  be  acted 
upon. 

To  alter  or  amend  the  constitution,  change  the  object  of  the  society, 
decide  on  the  dissolution  of  the  society,  increase  the  amount  of  the 
share  of  capital,  or  reelect  the  members  of  the  supervising  council,  a 
three-fourths  vote  is  required,  and  in  the  first  three  of  these  cases  it  is 
further  required  that  at  least  one-third  of  all  the  members  be  present 
at  the  meeting.  If  the  required  number  of  members  is  not  present,  a 
second  meeting  is  convened  in  not  less  than  eight  days  and  not  more 
than  four  weeks,  and  the  proceedings  of  this  second  meeting  are  valid 
without  regard  to  the  number  in  attendance. 

The  preservation  and  authentication  of  the  records  of  meetings  is 
carefully  provided  for. 

Among  the  subjects  reserved  for  the  decision  of  the  general  assembly, 
besides  those  already  incidentally  indicated,  are  the  following :  Deduc- 
tions from  the  shares  of  members  to  cover  losses  sustained  in  the  busi- 
ness ;  acquisition  or  sale  of  real  estate ;  election  of  a  committee  of 
appraisement  and  of  a  superior  committee  of  revision,  and  the  fixing 
of  a  maximum  sum  (a)  for  the  loans  to  be  contracted  and  the  amount  of 
savings  deposits  to  be  received  on  behalf  of  the  society,  and  (b)  for  the 
amount  of  credit  to  be  given  at  any  one  time  to  any  member;  opening 
credits  iu  account  current;  dividing  the  profits  at  the  end  of  the  year  and 
19512— No.  3 4 
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approving  the  conduct  of  the  management ;  expulsion  of  members,  and 
joining  or  withdrawing  from  the  general  union  of  German  associations, 
or  a  sub-union  of  the  same. 

Membership  in  a  credit  union  is  attained  through  admission  by  the 
management  and  council,  the  signing  of  a  declaration  of  unconditional 
adhesion,  and  finally  the  entry  of  the  member's  name  on  the  official 
register.  Everyone  is  eligible  who  is  capable  of  makiug  a  legal  con- 
tract, and  an  applicant  rejected  by  the  management  and  council  may 
appeal  to  the  general  assembly.  A  member  may  withdraw  at  the  end  of 
any  business  year  of  the  society,  by  giving  notice  of  his  intention  at 
least  three  months  in  advance,  but  his  responsibility  for  debts  of  the 
society,  contracted  previous  to  his  withdrawal,  continues  two  years 
after  that  act. 

Among  the  causes  for  which  a  member  may  be  expelled,  is  member- 
ship in  any  other  credit  union  or  society  with  like  objects.  This  pro- 
vision is  no  doubt  due  to  the  fact  that  if  the  members  of  a  credit  union 
with  unlimited  liability  could  be  members  of  other  societies  of  a  like 
character,  the  creditors  of  such  a  union  would  have  no  means  of  know- 
ing how  far  the  property  of  its  members  was  liable  for  obligations  in- 
curred elsewhere  ;  and,  as  they  could  then  form  no  idea  of  the  value  of 
the  assurauce  afforded  by  unlimited  liability,  the  object  for  which  that 
system  is  adopted — that  of  inspiring  confidence  in  the  minds  of  creditors, 
and  thus  enabling  the  union  to  borrow  more  freely  and  on  better  terms — 
would  be  defeated.  Loss  of  civil  rights,  bankruptcy,  and  non-perform- 
ance of  constitutional  obligations,  with  other  delinquencies  in  relation 
to  the  union  itself,  are  also  causes  for  expulsion. 

Cessation  of  membership  dates  from  the  close  of  the  business  year  in 
which  the  record  of  a  member's  resignation  or  expulsion  is  entered  in 
the  official  register.  A  deceased  member  is  considered  as  having  ceased 
to  be  a  member  at  the  end  of  the  business  year  in  which  he  died,  the 
rights  of  membership  being  in  the  meautime  exercised  by  his  heir  or 
heirs,  the  latter  being  entitled  to  representation  by  an  agent,  as  above 
stated,  in  the  general  assembly.  The  record  of  a  member's  death  must 
be  promptly  entered  iu  the  official  register.  Settlement  with  a  retired 
member  or  the  heirs  of  a  deceased  one,  is  made  on  the  basis  of  the  an- 
nual balance  sheet  and  within  six  months  after  membership  ceases.  If 
the  society  is  solvent,  it  pays  the  amount  due  the  member  on  his  share 
of  capital,  but  no  part  of  its  reserve  fund  or  other  property.  If  it 
is  insolvent,  the  retired  member  or  the  estate  of  the  deceased  one  must 
contribute  pro  rata  to  cover  the  deficiency.  A  member  cau  not  leave 
the  society  by  a  transfer  of  his  credit.* 

Each  member  receives  a  special   book,  wherein  the   managers  set 


*  The  law  authorizes  a  transfer  of  credit  to  auother  member  whose  interest  will  not 
thus  be  raised  above  the  full  value  of  ono  share  in  the  capital,  or  to  a  person  becom- 
ing a  member  in  place  of  the  one  retiring,  unless  the  constitution  of  a  society  pro- 
vides to  the  contrary. 
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down  at  the  close  of  each  year  a  statement  of  his  payments  on  account 
of  his  share  and  of  any  dividends  accruing  to  him  or  deductions  to  be 
made  on  account  of  losses. 

The  functions  of  the  society  itself  have  for  the  most  part  been  indi- 
cated already.  An  additional  one  specified  in  the  model  constitution 
is  that  of  undertaking  financial  operations  for  the  members,  for  which 
a  commission  is  charged.  With  the  exception  of  a  place  for  its  busi- 
ness office,  the  society  may  not  permanently  acquire  real  estate,  nor 
may  it  do  so  temporarily,  except  to  secure  an  endangered  credit.  It 
may  not  buy  public  funds  or  other  securities,  except  for  its  reserve 
fund,  or  for  the  temporary  employment  of  idle  capital.  All  speculation 
in  stocks  is  forbidden. 

Applications  for  the  opening  of  credit  are  decided  on  by  the  man- 
agement in  the  first  instance,  but  the  final  action  thereon  depends  on 
the  conclusion  reached  by  the  supervising  council  after  a  careful  exam- 
ination of  the  situation  of  the  applicant  and  of  the  sureties  he  offers. 
Neither  body  need  give  the  reasons  for  its  decision. 

Security  for  credits  granted  may  be  given-- 

(a)  By  furnishing  one  or  more  bondsmen  ;  (b)  by  surrender  or  trans- 
fer of  credits  secured  by  mortgage  ;  (c)  by  deposit  of  good  public  securi- 
ties or  of  stocks  current  on  a  German  exchange. 

Money  must  never  be  loaned  on  special  mortgage ;  but  in  cases  where 
a  claim  is  endangered,  and  no  other  guaranty  is  attainable,  this  class 
of  security  may  be  accepted.  A  mortgage  may  also  be  accepted  as 
security  for  the  credits  to  be  allowed,  up  to  a  certain  fixed  maximum 
in  an  account  current. 

Where  bondsmen  are  accepted  as  security  they  must  bind  themselves 
not  to  resist  suit,  and,  if  there  are  several,  not  to  oppose  partition. 

A  credit  allowed  on  the  hypothecation  or  transfer  of  a  credit  secured 
by  mortgage  must  not  exceed  80  per  cent  of  the  credit  last  named. 
The  same  percentage  of  the  quoted  value  of  securities  at  the  time  an 
advance  is  made  on  them  is  fixed  as  the  limit  of  such  advance;  and  if 
their  value  falls  while  they  remain  in  pledge  the  debtor  must  offset 
their  decline  by  either  adding  to  his  security  or  paying  off  a  correspond- 
ing portion  of  his  debt. 

Members  of  the  management  are  entirely  excluded  from  obtaining 
credit,  and  on  no  pretext  must  they  use  the  society's  funds  for  their  own 
purposes,  on  pain  of  immediate  removal  from  office. 

Members  of  the  supervising  council  must  not  receive  loans  except  on 
good  security,  and  only  for  an  amount  fixed  by  the  committee  of  ap- 
praisal, and  which  this  committee  can  at  any  time  change. 

Members  of  the  management  and  of  the  council  are  forbidden  to  act 
as  bondsmen. 

Within  the  limits  of  his  solvency  and  on  sufficient  security,  a  member 
of  the  society  may  be  allowed  several  advances  or  other  credits  at  the 
same  time. 
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Amounts  not  below  a  certain  fixed,  minimum  are  receivable  on  cer- 
tificates of  deposit.  Such  deposits  may  at  any  time  be  repaid  by  the 
society  and  after  three  months  their  payment  may  at  any  time  be  de- 
manded by  the  depositor.  The  rate  of  interest  thereon  is  fixed  from 
time  to  time  by  the  management  and  council,  account  being  taken  of 
the  condition  of  the  money  market,  the  need  of  the  society  for  capital, 
and  the  length  of  notice  agreed  upon.  Eepayment  before  the  expira- 
tion of  such  notice  is  only  conceded  in  consideration  of  a  proportionate 
commission,  the  same  to  be  fixed  by  the  management  and  council. 

Within  limits  of  time  fixed  by  the  constitution  advances  may  be  made 
to  members  on  their  personal  notes.  [In  such  cases  the  amount  ad- 
vanced would  no  doubt  depend  mainly  on  that  for  which  the  member's 
interest  in  the  capital  of  the  society  would  afford  security.] 

Extensions  of  time  for  the  repayment  of  advances  are  provided  for 
within  fixed  limits,  but  must  never  be  made  a  cover  for  permanent  invest- 
ments of  capital ;  nor  must  they  ever  be  granted  without  the  consent  of 
bondsmen.  When  the  money  market  is  unsettled,  a  partial  payment 
must  be  required  before  granting  an  extension,  and  the  same  condition 
may  be  imposed  at  any  other  time.  Members  have  the  right  to  pay 
off  a  loan  or  make  partial  payments  thereon  at  any  time. 

Bills  of  exchange  offered  for  discount  by  members  must  be  payable 
at  a  fixed  date  and  within  a  certain  maximum  limit  of  time.  In  the 
model  constitution  it  is  prescribed  that  they  must  bear  at  least  two 
good  signatures;  that  interest  shall  be  charged  for  at  least  half  a 
month,  and  that  no  rebate  shall  be  made  if  the  bill  is  paid  before  its 
maturity.  Under  certain  defined  conditions  making  the  security  fur- 
nished by  the  signer  of  the  bill  insufficient,  the  member  from  whom  it 
was  received  must  either  pay  its  amount  on  demand  or  furnish  the 
necessary  guarantees  for  its  punctual  payment  at  maturity. 

Accounts  current  kept  by  the  society  with  members  must — according 
to  the  model  constitution — be  adjusted  on  the  30th  of  June  and  31st  of 
December  each  year,  and  the  society  has  the  right  to  close  them  at  any 
time.  If  the  balance  be  against  the  member  when  this  right  is  exer- 
cised, he  mn«t  pay  it  within  four  weeks.  If  it  be  in  his  favor,  he  must 
draw  it  within  fourteen  days,  or  at  any  rate  has  no  claim  to  interest  on 
it  beyond  that  time.  Where  credit  is  granted  in  an  account  current, 
the  society  exacts  guarantees  to  cover  its  amount. 

The  management  must  lay  before  the  supervising  council,  not  later 
than  March  31,  the  full  statement  of  the  accounts  for  the  preceding 
year  (the  calendar  year  being  usually  the  business  year  of  the  societies). 
If  this  duty  is  neglected  the  council  may  have  it  performed,  under  its 
own  oversight,  at  the  expense  of  the  management. 

This  statement  must  contain — 

(1)  A  summary  of  the  receipts  and  disbursements  of  the  year  under 
each  of  the  general  heads  adopted  in  the  bookkeeping  and  accounts; 

(2)  A  special  account  of  profits  and  losses; 
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(3)  The  balance  sheet  of  the  society,  showing  its  assets  and  liabilities 
at  the  close  of  the  year. 

In  a  society  of  prolonged  duration,  which  receives  new  members  from 
year  to  year,  and  from  which  members  are  from  year  to  year  withdraw- 
ing, it  is  highly  important  so  to  manage  the  accounts  that  the  net  prof- 
its of  each  year  may  be  ascertained  with  all  the  exactness  possible ;  for 
while  it  is  desirable  on  the  one  hand  to  do  justice  to  members  who  re- 
tire from  the  society  before  its  final  dissolution,  it  is  essential  on  the 
other  to  guard  against  making  the  dividends  too  large  by  an  overesti- 
mate of  the  net  profits,  and  thus  offering  a  premium  on  retirement  from 
the  society,  while  exposing  the  members  who  remain  to  certain  loss. 
The  rules  laid  down  in  the  model  constitution  (Art.  89)  for  drawing  up 
the  yearly  balance  sheet  and  ascertaining  the  net  profits  on  the  year's 
business  seem  judiciously  adapted  to  the  attainment  of  the  end  which 
should  be  aimed  at  in  the  matter  indicated.  According  to  these  rules 
the  statement  of  the  liabilities  must  include  the  reserve  fund  and  the 
capital  standing  to  the  credit  of  members,  as  well  as  the  indebtedness 
of  the  society.  The  statement  of  the  assets  must  include  the  cash  in 
the  treasury,  the  securities  (valued  on  the  basis  of  the  lowest  quotation 
of  the  day',  the  value  of  real  estate  and  movable  property  (after  mak- 
ing any  necessary  deductions,  including  the  ordinary  percentage  for 
wear  and  tear),  and  the  debts  due  the  society  in  the  different  branches 
of  its  business,  among  which,  however,  doubtful  ones  must  be  set  down 
only  for  their  probable  value,  while  such  as  can  not  be  recovered  must 
not  be  included  at  all. 

The  balance  sheet  must  also  show,  for  specification  in  the  account  of 
profits  and  losses,  the  outstanding  balance  for  or  against  the  society  in 
the  interest  account.  This  is  obtained  by  calculating  the  amounts  of 
interest  accrued  up  to  the  close  of  the  business  year,  but  payable  only 
in  the  course  of  the  year  following,  and  setting  down  the  sum  of  those 
due  the  society  on  the  one  side  as  an  asset,  and  the  sum  of  those  paya- 
ble by  the  society,  plus  the  sum  of  those  taken  in  advance  by  the  soci- 
ety, but  to  accrue  only  within  the  following  year,  on  the  other  side  as  a 
liability. 

The  excess  of  the  assets  over  the  liabilities,  ascertained  in  accordance 
with  the  rules  here  laid  down,  constitutes  the  net  profit. 

In  its  revision  of  the  yearly  accounts  the  supervising  council  may  be 
aided  by  competent  persons,  who  shall  receive  from  the  society  a  com- 
pensation agreed  upon  by  the  council.  On  receiving  the  report  of  the 
council  on  this  revision,  the  general  assembly  takes  action  in  regard  to 
accepting  the  reports  of  the  management.  If  not  satisfied  with  the 
accounts  of  the  management  and  the  revision  of  the  same  by  the  super- 
vising council,  the  assembly  may  at  once  proceed  to  appoint  a  special 
commission  to  make  another  revision. 

The  disposition  to  be  made  of  the  net  profits,  so  far  as  they  may  not 
be  absorbed  in  obligatory  additions  to  the  reserve  fund,  or  in  covering 
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losses  previously  sustained,  is  subject  to  the  action  of  tlie  general 
assembly.  We  have  already  seen  that  dividends  in  favor  of  members 
whose  shares  are  not  fully  paid  for  are  credited  to  them  as  so  much 
paid  on  such  shares. 

Of  the  amount  standing  to  the  credit  of  members  on  their  shares  only 
so  much  is  made  a  basis  for  the  apportionment  of  dividends  as  may 
consist  of  round  marks  standing  to  the  member's  credit  before  the  begin- 
ning of  the  year  for  which  the  dividend  is  declared. 

The  dissolution  of  a  society  is  brought  about — 

(1)  By  a  decision  of  the  general  assembly  j 

(2)  Upon  a  declaration  of  its  insolvency ; 

(3)  By  judicial  decree,  if  the  number  of  its  members  falls  below 
seven ; 

(4)  By  decision  of  certain  judicial  or  magisterial  authorities  who  are 
empowered  to  dissolve  it  for  acts  or  omissions  contrary  to  the  law,  by 
which  the  general  good  is  compromised,  or  for  the  pursuit  of  other  ob- 
jects than  those  authorized  in  the  law  in  the  case  of  such  societies. 

A  society  is  declared  insolvent  in  case  it  suspends  payments,  or  if, 
after  it  goes  into  liquidation  its  liabilities  are  found  to  exceed  its  assets. 
The  proposal  for  a  declaration  of  insolvency  may  emanate  either  from 
the  creditors  or  from  any  member  of  the  management. 

The  members  to  the  full  extent  of  their  means  are  jointly  and  severally 
responsible  to  the  society's  creditors  for  such  parts  of  their  admitted 
claims  as  may  not  have  been  satisfied  out  of  the  assets  of  the  society  itself, 
in  the  definitive  apportionment  of  the  same.  Members  who  have  with- 
drawn from  the  society  within  two  years  previous  to  the  opening  of  the 
proceedings  in  insolvency  remain  responsible  in  respect  to  admitted 
claims  arising  out  of  debts  contracted  by  the  society  before  their  with- 
drawal ;  but  in  the  case  of  such  members  individual  action  can  not  be 
brought  by  the  creditor  except  for  claims  remaining  unsatisfied  six 
months  after  the  time  at  which  the  pro  rata  assessment  on  the  members 
of  claims  not  satisfied  out  of  the  assets  of  the  society  was  declared  ex- 
ecutory. 

On  the  dissolution  of  a  society  its  liquidation  as  provided  for  in  the 
law  on  cooperative  societies  is  to  be  carried  out  by  the  management, 
unless  other  liquidators  be  appointed  by  the  general  assembly. 

Immediately  after  the  commencement  of  liquidation  and  each  year 
thereafter,  so  long  as  any  of  the  affairs  of  the  society  remain  unsettled, 
the  liquidators  must  make  out  a  balance  sheet  (in  which  interest  col- 
lected in  advance  must  not  be  set  down  among  the  liabilities,  as  it  is  in 
a  society  still  in  operation).  The  first  of  such  balance  sheets  must  be 
published  and  a  copy  of  it  transmitted  to  the  office  where  the  official 
register  is  kept. 

If  the  assets  do  not  cover  the  liabilities  the  deficit  is  to  be  made  up 
out  of  the  reserve  fund,  and  if  this  does  not  suffice  the  share  capital  of 
the  members  must  next  be  drawn  upon.    If  the  deficit  does  not  absorb 
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the  whole  of  this  share  capital  the  remainder  must  be  apportioned 
according  to  the  amounts  standing  to  the  credit  of  the  members  on 
their  respective  shares  in  the  capital. 

If  after  the  payment  of  the  debts  and  the  amounts  due  the  members 
on  their  shares  of  capital  there  remain  a  surplus  the  dividends  of  the 
last  business  year  are  first  distributed,  and  in  this  case  payments  made 
on  shares  after  the  last  annual  balauce  do  not  enter  into  account  in 
determining  the  basis  for  the  distribution  of  dividends.  Any  further 
surplus  is  distributed  per  capita,  but  the  division  must  not  take  place 
before  the  expiration  of  a  year  from  the  day  on  which  the  call  to  the 
creditors  has  for  the  third  time  been  published  in  the  newspapers  there- 
for designated. 

In  the  case  of  insolvency,  if  a  surplus  remain  after  the  satisfaction  of 
the  creditors  the  same  is  in  like  manner  distributed  first  to  members7 
shares  in  proportion  to  the  amounts  paid  in,  and  then  as  dividends,  etc., 
the  settlement  taking  place  as  prescribed  above  for  the  case  of  liquida- 
tion. 

If  on  making  out  the  balance  sheet  it  be  found  that  even  after  sacri- 
ficing the  reserve  fund  and  the  share  capital  of  the  members,  the  assets 
do  not  suffice  to  cover  the  society's  debts  the  liquidators  are  held  on 
their  individual  responsibility  to  propose  a  declaration  of  insolvency 
with  respect  to  all  subsequent  payments. 

The  concluding  paragraphs  of  the  model  constitution  refer  to  the 
manner  of  issuing  notices,  calls  for  meetings,  etc.,  and  to  the  selection 
of  a  newspaper  in  which  they  shall  be  published. 


THE  RAIFFEISEN  LOAN  ASSOCIATIONS. 

It  is  now  proposed  to  give  a  brief  account  of  the  type  of  loan  associ- 
ations originated  in  Germany  by  Fiederick  William  Raiffeisen,  the  nec- 
essary information  being  principally  obtained  from  Emmanuel  le  Bar- 
bier's  work  on  Agricultural  Credit  in  Germany.* 

Educated  for  the  Prussian  army,  Raiffeisen  was  compelled  by  a  dis- 
ease of  the  eyes  to  leave  the  milicary  service,  and  being  transferred  to 
the  civil  department  of  the  Government  he  was  appointed  a  supernu- 
merary  in  the  government  of  Coblentz.  In  1843  he  was  secretary  of  the 
circuit  of  Mayence  in  the  government  just  named,  and  was  then  ap- 
pointed burgomaster  at  Weyerbusch,  in  that  circuit.  Here  his  atten- 
tion was  attracted  to  the  wretchedness  of  the  peasants,  or  small  farmers, 
and  his  indignation  was  excited  by  the  heartless  extortions  to  which 
they  were  subjected  by  the  usurers,  and  by  cattle  dealers  and  others 
who  practiced  usury  upon  them  under  disguised  forms.  During  the 
winter  of  1845-46  he  conceived  the  idea  of  forming  an  agricultural 
association  by  whose  aid  the  peasants  might  free  themselves  from  their 
dependence  upon  the  parasitic  middlemen,  of  whom  they  were  the  prey. 
His  first  task  was  to  bring  the  people  he  desired  to  benefit  to  some  com- 
prehension of  his  plan.  This  in  so  poor  and  backward  a  country  as 
that  in  which  he  was  to  operate  was  no  easy  matter,  and  his  first  asso- 
ciation, founded  in  1847,  or  some  three  years  before  Schultze-Delitzsch 
established  the  first  of  his  credit  unions,  was  not  successful. 

In  1848  he  was  appointed  burgomaster  at  Flainmersfield,  in  the  cir- 
cuit of  Altenkirchen,  where  he  had  the  administration  of  thirty-three 
communes,t  with  an  aggregate  population  of  about  5,000.  The  holdiugs 
of  the  cultivators  in  this  district  were  very  small,  and  they  themselves 
were  generally  extremely  poor.  Without  farm  animals  of  their  own, 
they  hired  from  the  cattle  dealers  such  as  they  needed,  and  were  so  de- 
pendent on  this  class  of  traders  that  they  had  to  accept  almost  any 
terms  offered  them.  The  disastrous  results  of  this  system  soon  made 
themselves  apparent  to  Raiffeisen,  and  in  1849  he  induced  the  peasants 
to  organize  themselves  into  an  association  under  the  name  of  the  Flam- 
mersfield  Mutual  Aid  Association  for  the  Protection  of  Needy  Cultiva- 

*  Le  Credit  Agricole  en  Allemagne.     Berger-Levranlt  &  Co.,  Paris  &  Nancy,  1890. 
t  Gemeindtn,  the  Gemeinde  being  a  civil  division  correspoudiug  approximately  to  an 
American  township  or  an  English  parish. 
56 
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tors.  This  association  borrowed  money  on  three  mouths'  time,  and 
used  it  iu  buying  farm  animals,  which  it  sold  to  its  members  on  a  five 
years'  credit,  the  debt  to  be  paid  in  five  equal  annual  installments. 
After  a  short  time,  however,  the  association  simplified  its  business  by 
ceasing  to  buy  and  sell  live  stock  and,  instead,  lending  its  members  the 
money  wherewith  to  make  their  own  purchases,  the  loans  of  money 
being  for  long  terms,  just  as  the  credits  for  animals  had  been. 

In  1852  Raiffeisen  received  an  appointment  at  Heddesdorf,  near 
Neuwied  on  the  Rhine,  and  two  years  later  he  founded  at  that  place  a 
benevolent  association,  which  had  for  its  object  not  only  the  establish- 
ment of  a  loan  fund,  but  the  purchase  of  farm  animals,  the  finding  of 
employment  for  unemployed  workmen,  the  education  of  orphans,  and 
the  creation  of  a  library.  This  association  attempted  to  occupy  too 
wide  a  field  and  succeeded  but  poorly.  It  was  dissolved  in  1864,  and  in 
its  place  Raiffeisen  founded  the  Beddesdorf  Loan  Fund  Union  (Hed- 
desdorfer  Darlelinskassenverein),  which,  strictly  speaking,  must  be  re- 
garded as  the  first  association  of  the  type  with  which  his  name  is  now 
linked.  It  is,  therefore,  from  this  year  (1864)  that  the  Raiffeisen  sys- 
tem as  now  known  may  be  said  to  date  its  rise,  and  before  proceeding 
to  trace  its  progress  from  this  point  it  will  be  well  to  glance  at  its  lead- 
ing characteristics  and  modes  of  action. 

It  was  pointed  out  in  the  chapter  on  the  Schulze-Delitzsch  credit 
unions  that  a  leading  idea  of  their  founder  was  to  make  association  an 
instrument  by  which  to  secure  for  their  members  better  credit  than 
they  could  separately  obtain  as  individuals.  In  the  system  of  Raiffei- 
sen this  idea  is  still  more  prominent,  for  their  founder  had  in  view  the 
needs  of  a  class  with  whom  credit  was  more  essentially  and  exclusively 
the  thing  lacking  than  was  the  case  in  the  class  among  whom  Schulze- 
Delitszch  expected  to  find  the  membership  of  his  unions.  Although,  as 
we  have  seen,  the  advantages  which  those  unions  offered  have  been 
largely  embraced  by  agriculturists,  who  now  compose  nearly  one-third 
of  their  total  membership,  it  was  the  artisans  and  small  tradesmen  of 
the  towns  and  cities  that  their  founder  had  most  prominently  in  mind ; 
and  while  these  would  include  many  who  had  need  of  credit  they  would 
also  include  many  others  who,  being  dependent  on  wages  and  salaries, 
could  have  no  productive  employment  for  borrowed  capital,  and  whose 
object  in  joining  the  unions,  if  they  joined  at  all,  would  be  to  use  those 
institutions  as  convenient  and  advantageous  agencies  for  placing  their 
savings  where  they  would  yield  a  profit.  On  the  other  hand,  Raiffeisen, 
as  we  have  already  seen,  conceived  the  idea  of  his  system  while  located 
in  a  region  of  very  small  agricultural  holdings,  occupied  mainly  by 
peasant  cultivators,  whose  poverty  and  the  merciless  exactions  to  which 
they  were  subjected  made  a  lively  appeal  to  his  sympathies.  It  was 
among  such  as  these  and  among  the  small  shopkeepers,  laborers,  and 
other  inhabitants  of  the  rural  villages  that  Raiffeisen  seems  to  have 
looked  chiefly  for  the  membership  of  his  associations;  or,  at  any  rate, 
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it  was  for  such,  that  he  especially  wished  to  make  those  associations 
available.  In  short,  he  appears  to  have  had  chiefly  in  view  the  circum- 
stances of  a  class  with  whom  the  need  of  credit  was  much  more  promi- 
nent than  the  need  of  institutions  to  receive  their  savings,  many  of 
them  having  abundant  use  in  the  working  of  their  own  land  for  all  the 
money  which  it  was  possible  for  them  to  save,  and,  indeed,  for  much 
more.  With  not  a  few  the  first  desideratum  was  to  get  out  of  the 
clutches  of  the  usurer,  this  being  the  indispensable  prerequisite  to 
their  being  able  to  save  anything.  Until  this  was  accomplished  they 
were  in  no  position  to  make  any  new  investment,  however  small,  and  a 
necessity  of  paying  even  a  seemingly  insignificant  amount  monthly 
into  the  funds  of  an  association  would  have  sufficed  to  deter  them 
from  joining  it.  As  Eaiffeisen  saw  the  matter,  a  credit  association, 
pure  and  simple,  seemed  to  be  the  thing  required — that  is,  an  associa- 
tion which  should  borrow  inoney  chiefly  from  persons  outside  of  its 
membership  and  lend  it  to  its  own  members  at  a  slightly  higher  rate 
of  interest. 

In  order  that  any  advantage  might  accrue  from  membership  in  such 
an  association,  it  was,  of  course,  essential  that  the  association  should 
be  able  to  borrow  more  advantageously  than  the  members  could  borrow 
individually  from  private  money-lenders.  The  principle  upon  which 
Eaiffeisen  chiefly  relied  for  the  accomplishment  of  this  result  was  the 
same  which  we  have  already  seen  invoked  in  the  case  of  the  Schulze- 
Delitzsch  credit  unions,  namely,  the  principle  of  solidarity,  or,  as  we 
should  say,  of  unlimited  liability.  It  has  been  pointed  out  in  connection 
with  the  Schulze-Delitzsch  unions  that  in  lending  to  an  association 
whose  members  are  thus  pledged  joiutly  and  severally  for  all  its  obliga- 
tions, the  creditor  derives  from  the  law  of  averages  an  assurance  against 
the  risks  of  dishonesty,  incapacity,  or  death  on  the  part  of  the  debtor 
which  he  would  not  have  in  dealing  with  a  member  individually ;  but 
it  may  also  be  supposed  to  have  no  small  weight  in  commending  an 
association  to  the  confidence  of  its  creditors  that  its  members  begin  by 
giving  so  signal  a  proof  of  their  confidence  in  one  another  as  is  involved 
in  the  adoption  of  the  principle  of  unlimited  liability. 

With  this  principle  in  operation,  Eaiffeisen  did  not  deem  it  necessary 
that  his  associations  should  have  a  share  capital  of  their  own  as  a  basis 
for  their  credit;  for  poor  as  the  members  might  be  in  ready  cash,  and 
hard  pressed  as  they  might  be  for  workiug  capital,  they  ns  ere  by  no  means 
destitute,  many  of  them — in  some  societies,  no  doubt,  a  large  majority — 
owning  the  little  places  which  they  cultivated,  and,  of  course,  more  or 
less  personal  property.  Le  Barbier  quotes  a  statement  from  which  it 
would  appear  that  in  ten  associations  taken  at  raudom  in  Ehenish 
Prussia,  the  number  of  times  which  the  estimated  property  of  the  mem- 
bers covered  the  total  debts  of  the  associations  with  which  they  were 
respectively  connected  ranged  from  12.4  in  that  of  Anhausen  to  67.1 
in  that  of  Urbach,  and  that  the  addition  of  a  capital  stock  of  GO  marks 
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per  member  to  the  guaranty  thus  furnished  would  have  made  scarcely 
an  appreciable  difference  in  its  amount. 

One  of  Raiffeisen's  objections  to  a  share  capital  was  that,  besides 
repelling  those  who  would  feel  themselves  unable  to  make  monthly  pay- 
ments, including  many  of  those  for  whose  benefit  his  associations  were 
most  urgently  needed,  such  a  capital  would  introduce  into  the  system 
the  practice  of  declaring  dividends,  and  with  it  a  spirit  of  speculative 
greed  dangerous  to  a  safe  and  conservative  management  and  antago- 
nistic to  the  primary  purpose  which  he  had  in  view.  Moreover,  if  the 
share  capital  was  to  be  made  the  basis  for  a  pro  rata  distribution  of 
profits  in  proportion  to  the  amounts  paid  in,  it  would  introduce  an  ele- 
ment at  variance  with  equity,  for  the  profits  of  a  society  which,  in  any 
case,  was  to  operate  chiefly  with  borrowed  capital,  would  arise  mainly 
from  that  source.  That  is,  they  would  arise  chiefly  from  the  credit  of  the 
society  rather  than  from  its  share  capital ;  and  in  dividing  them  among 
its  members,  if  a  division  was  to  be  made,  their  respective  contributions 
to  that  credit,  could  these  be  mathematically  estimated,  would  be  a  more 
equitable  basis  for  the  distribution  of  profits  than  their  contributions  to 
the  minor  element  of  share  capital.  It  is  quite  evident,  too,  from  what 
has  been  already  said,  that  even  in  the  least  wealthy  of  the  societies — 
that  is,  in  those  of  least  wealthy  membership — these  contributions  to 
the  corporate  credit  would  depend  incomparably  more  upon  the  private 
possessions  of  the  members,  all  of  which  were  pledged  for  the  corporate 
debts,  than  upon  the  comparatively  insignificant  amounts  which  at 
most  would  be  paid  in  on  shares  of  capital  stock.  Nay,  more;  as  con- 
tributors to  the  corporate  credit,  these  last  might  well  be  regarded  as 
outweighed  simply  by  the  personal  qualities  which  alone  could  be 
thrown  into  the  scale  by  many  a  poor,  but  honest,  sober,  and  industri- 
ous member. 

For  such  reasons,  among  others,  the  Raiffeisen  associations  were  at 
first  organized  without  a  share  capital ;  but  a  reserve  fund  was  provided 
for  by  arranging  that  all  the  profits  of  their  business  in  excess  of  their 
very  moderate  annual  expenses  should  be  devoted  to  its  creation  and 
gradual  increase,  thus  accomplishing  the  triple  object  of  strengthening 
their  credit,  diminishing  the  dangers  to  which  unlimited  liability  ex- 
posed their  richer  members,  and  avoiding  those  dividends  which  excited 
Raiffeisen's  apprehensions.  This  fund  was  to  be  the  inalienable  prop- 
erty of  the  associations,  the  members  having  no  individual  claim  upon 
it  in  case  of  their  retirement  from  the  society,  or  even  in  case  of  the 
latter's  dissolution.  Paragraph  35  of  the  constitution  furnished  as  a 
model  for  the  Raiffeisen  system  provides  that  in  case  of  the  voluntary 
dissolution  of  an  association,  the  reserve  fund  shall  be  placed  in  the  Im- 
perial Bank,  or  else  at  compound  interest  in  some  institution  for  the  de- 
posit of  the  funds  of  minors,  there  to  remain  until  the  organization  of 
another  association  in  the  same  district  and  under  the  same  constitu- 
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tion.*  Under  such  conditions  there  would  appear  to  be  little  tempta- 
tion  for  the  associatious  to  seek  a  high  rate  of  profit  on  their  business, 
and  as  the  rate  of  interest  is  determined  by  the  members  in  general 
meeting,  the  tendency  must  apparently  be  to  make  that  rate  as  low  as 
is  consistent  with  meeting  expenses  and  maintaining  such  a  reserve  as 
is  necessary  to  keep  the  credit  of  the  associations  high,  and  thus  enable 
them  to  borrow  on  favorable  terms.  It  would  seem,  however,  to  be  a 
weak  point  in  the  system  that,  in  the  absence  of  dividends  and  compet- 
itive rates  of  interest  for  money  loaned  tQ  members,  those  members  who 
fail  to  obtain  loans  have  nothing  to  compensate  them  for  that  disad- 
vantage. 

The  Prussian  law  of  1868,  made  a  share  capital  obligatory  on  associa- 
tions of  credit — at  least  it  was  so  interpreted  in  1876,  previous  to  which 
date  the  provision  upon  this  point,  which  was  of  a  rather  indirect  char- 
acter, had  been  pretty  generally  allowed  to  remain  a  dead  letter.  The 
interpretation  in  question  was  called  out  by  an  interpellation  introduced 
in  theKeichstag  by  Schulze-Delitzsch,  who  always  insisted  strongly  on 
the  necessity  of  a  share  capital,  and  stoutly  antagonized  Raiffeisen  on 
this  point  as  well  as  upon  some  others  on  which  the  views  of  these  two 
great  apostles  of  cooperation  differed.  A  very  small  capital,  however, 
sufficed  to  comply  with  the  requirement  of  the  law,  and  in  many  of  the 
Raiffeisen  associations  the  shares  are  made  as  low  as  10  marks  ($2.38), 
payable  in  monthly  installments  of  25  pfennigs,  or  about  6  cents,  each, 
no  member  to  acquire  more  than  one  share,  the  last  point  being,  indeed, 
a  requirement  of  the  law.  Small  as  this  monthly  contribution  is,  Raiff- 
eisen suggested  a  still  smaller  minimum,  and  he  contended  that,  in  the 
interest  of  the  poorer  mountain  districts,  the  law  ought  to  be  changed, 
so  as  to  leave  the  associations  free  to  organize  with  or  without  a  share 
capital,  according  to  their  own  inclination  and  convenience.  In  order 
to  minimize  the  effect  of  the  shares  in  necessitating  dividends,  the  latter 
are  limited  to  about  4  per  cent,  or  at  most  to  the  rate  paid  by  the  asso- 
ciations as  interest  on  their  loans. 

This  tendency  to  minimize  the  share  capital,  or  reject  it  altogether  if 
permitted  to  do  so,  and  to  avoid  the  play  of  competitive  principles  in 
determining  the  rate  of  interest  and  the  amount  of  dividends,  is  one  of 
the  chief  points  of  difference  between  the  Raiffeisen  associatious  and  the 
Schulze-Delitzsch  credit  unions.  Another  is  the  fact  that  the  former 
are  almost  exclusively  agricultural,  having  their  business  offices  in  the 

*  This  is  now  somewhat  changed.  The  model  constitution  framed  since  the  passage 
of  the  new  law  provides  (Article  34)  that  during  the  first  ten  years  at  least  10  per  cent 
of  the  net  profit  shall  be  set  aside  to  constitute  a  reserve  fund.  Out  of  the  remainder 
a  dividend  not  to  exceed  4  per  cent  on  their  respective  shares  in  the  capital  is  to  be 
paid  to  the  members,  and  if  there  is  still  a  balance  of  undivided  profit,  this  also  is  to 
be  added  to  the  reserve  fund.  In  case  of  the  dissolution  of  the  society,  this  fund  is 
to  be  divided  among  the  members  on  the  principles  laid  down  in  Articles  88  and  89  of 
the  law,  one  of  which  is  that  any  excess  remaining  after  adjustment  of  profits  and 
losses,  and  making  good  to  each  member  his  part  in  the  share  capital,  shall  be  equally- 
divided. 
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rural  villages.  And  still  another  of  very  great  importance  is,  as  we 
shall  see,  tbe  longer  terms  for  which  the  former  make  their  loans. 

Eaiffeisen  laid  special  stress  on  the  limitation  of  each  association  to  a 
defiuite  local  area  of  small  extent,  with  a  population  not  to  exceed  two 
thousand,  so  that  the  circumstances  and  character  of  all  the  members 
might  be  easily  known  and  that  the  members  themselves  might  easily 
keep  informed  as  to  the  operations  of  the  society  and  the  action  of  its 
officers. 

The  organs  through  which  a  society  acts  are  four: 

(1)  The  council  of  presidence,  or  board  of  directors,  whose  president 
is  the  president  of  the  association.* 

(2)  The  council  of  administration.* 

(3)  The  general  assembly  of  the  members. 

(4)  The  accountant,  or,  as  we  should  name  an  officer  with  similar  func- 
tions, the  secretary. 

Says  Le  Barbier  (p.  57) : 

To  demonstrate  tbe  rdle  and  tbe  importance  of  eacb  one  of  tbese  organs,  it  is  suffi- 
cient to  translate  from  tbe  constitution  prepared  by  Eaiffeisen.  Tbe  idea  tbere  dom- 
inant is  prudence.  Tbe  object  be  always  bad  in  mind  was  to  give  to  tbese  banks  a 
security  almost  infinite.  He  tbus  summarizes  tbe  functions  of  tbe  several  parts  of 
bis  administrative  machinery  :  "Tbe  council  of  presidence  decides,  tbe  accountant 
(secretary)  executes,  tbe  council  of  administration  superintends." 

Every  engagement,  to  be  binding  on  the  association,  must  be  signed 
by  the  president  or  his  representative,  and  at  least  two  of  the  direct- 
ors.! 

It  is  the  board  of  directors  that  grants  the  loans,  and  its  members  are 
usually  chosen  from  different  parts  of  the  district  within  which  the 
society  operates,  in  order  that  among  them  they  may  have  as  wide  an 
acquaintance  as  possible  with  the  members  and  their  characters  and 
circumstances.  A  member  desiring  a  loan  applies  to  any  one  of  the 
directors,  and  the  director  applied  to  obtains  such  information  as  to  the 
object  of  the  loan,  the  character  of  the  security,  etc.,  as  may  prepare 
him  before  the  meeting  of  the  board  to  recommend  the  granting  or  the 
refusal  of  the  application.  The  board  meets  once  a  month,  or  oftener  if 
the  business  of  the  association  requires  it. 

In  negotiating  loans  for  the  association,  the  board  of  directors  acts 
within  limits  fixed  by  the  general  assembly  of  the  members.  It  decides 
upon  the  admission  or  exclusion  of  members, f  and  performs  a  variety  of 

*  In  tbe  new  model  constitution  tbe  names  of  tbese  two  bodies  are  somewhat 
changed.  Tbe  first  may  be  called  tbe  board  of  management,  or  more  briefly,  tbe 
management,  and  the  second,  the  supervising  council.  Their  respective  functions, 
however,  are  not  materially  changed. 

t  Under  the  new  model  constitution  the  signatures  of  the  accountant  and  two  of  the 
directors  (members  of  the  management)  are  sufficient  to  bind  the  society  in  the  case 
of  saviugs-bank  deposits  and  loans  obtained  on  behalf  of  the  society  for  sums  not 
exceeding  75  marks  ($17.85). 

t  A  rejected  candidate  may  appeal  to  tbe  council,  which  in  that  case  has  the  right 
of  final  decision. 
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other  duties  such  as  fall  on  similar  bodies  elsewhere.  Before  making  a 
purchase  of  real  or  persoual  properly  or  concluding  any  contract  on  be- 
half of  the  association  it  must  obtain  the  assent  of  the  council  of  admin- 
istration, and  the  same  assent  is  required  before  entering  suits  at  law, 
except  those  rendered  necessary  by  the  failure  of  members  to  repay  at 
maturity  the  sums  borrowed  from  the  association.  This  body  is  ex- 
pressly forbidden  to  engage  on  behalf  of  the  society,  in  speculations  in 
stocks,  etc.,  or  in  real  estate. 

Among  the  special  duties  of  the  president,  one  of  the  most  important 
is  that  of  taking  care  that  any  change  in  the  constitution  or  by-laws  of 
the  association,  or  any  change  in  its  membership,  is  communicated,  ac- 
cording to  the  requirement  of  the  law,  to  the  tribunal  charged  with  the 
registration  of  such  societies. 

One  of  the  chief  duties  of  the  council  of  administration  (or  supervising 
council)  is  the  quarterly  revision  of  the  debts  due  the  association,  which 
it  must  examine  one  by  one,  taking  into  consideration  the  guaranties 
furnished  by  the  debtors  and  their  sureties,  respectively :  and  in  case 
these  should  appear  insufficient,  on  account  of  changes  having  occurred 
after  the  granting  of  the  loan,  it  must  notify  the  president  to  take 
measures  to  insure  the  punctual  payment  of  the  debt.  At  least  once  a 
year  it  must  make  or  cause  to  be  made  by  a  commission  appointed  for 
the  purpose,  a  special  examination  of  the  operations  of  the  society  and 
the  state  of  its  treasury.  The  role  of  this  body  is  exclusively  one  of 
supervision. 

The  general  assembly  of  the  members  is  the  prime  source  of  power. 
It  elects  all  its  officers  and  receives  each  year  the  reports  of  the  board 
of  directors  and  of  the  accountant  or  secretary.  It  determines  the 
amounts  of  money  to  be  borrowed  by  the  association,  the  rates  of  in- 
terest, and  the  commission,  the  terms  for  which  loans  shall  be  made, 
and  the  salary  of  the  secretary.  It  has  often  been  proposed  to  refer  the 
determination  of  the  rate  of  interest  to  the  board  of  directors,  lest  the 
general  assembly,  whose  members  are  interested  in  borrowing  cheaply, 
should  make  the  rate  too  low.  But  this  change  has  never  been  made, 
and  Le  Barbier  states  that  no  serious  inconvenience  has  thus  far  re- 
sulted from  the  method  now  pursued,  while  Raiffeisen  feared  that  if  the 
power  in  question  were  placed  in  the  hands  of  the  directors  they  would 
be  tempted  to  make  the  rate  too  high.  Much  of  course  depends  on  the 
care  taken  in  respect  to  the  character  of  the  members  admitted,  and  it 
is  only  natural  that  the  board  of  directors  and  members  of  the  council 
should  exercise  their  power  over  this  matter  with  a  good  degree  of  dis- 
cretion, since  they  are  generally  men  of  some  means,  who,  in  case  the 
society  should  fail,  would  suffer  from  the  priucipleof  unlimited  liability. 

The  accountant  or  secretary,  who  is  the  only  salaried  officer  of  the 
association  and  who  is  required  to  give  bond,  keeps  the  books,  receives 
and  pays  out  the  money,  aud  for  the  most  part  conducts  the  correspond- 
ence.   He  is  responsible  for  the  cash,  and  at  the  end  of  each  financial 
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year  makes  out  the  balance  sheet.  In  most  of  the  associations  this  office 
is  filled  by  the  parish  schoolmaster,  but  sometimes  it  is  held  by  a  for- 
estry agent,  an  employe  of  the  direct-tax  service,  or  by  a  peasant  farmer. 
The  system  of  accounts  is  sometimes  very  primitive,  but  thanks  to  the 
frequent  visits  of  inspectors,  who  give  gratuitous  instruction  to  the 
agents  of  the  associations  and  correct  their  bookkeeping,  it  is  being 
gradually  perfected.  This  system  of  inspection  was  instituted  by  Raiff- 
eisen. 

Before  the  Raififeisen  associations  had  become  known  they  had  to 
conquer  the  mistrust  usually  encountered  by  new  institutions.  The 
first  loans  made  to  them  were  furnished  by  rich  proprietors  friendly  to 
Raiffeisen's  movement,  who  saw  in  the  creation  of  associations  of  mutual 
credit  a  great  benefit  for  the  country,  ^t  present  the  older  associa- 
tions have  no  difficulty  in  finding  capital,  though  the  new  ones  still 
have  to  depend  largely  on  persons  devoted  to  the  progress  of  agricul- 
ture. 

Little  by  little  [says  Le  Barbier],  when  the  population  has  fouud  that  the  little 
bank  operates  very  regularly  and  that  it  offers  irreproachable  security,  other  inhabi- 
tants of  the  neighborhood. middle-class  proprietors,culti  vators,  etc. ,  deposit  their  funds 
in  it.  Finally  confidence  becomes  absolute.  The  humblest  inhabitants  of  the  parish 
desire  to  place  their  modest  savings  in  its  keeping,  and  in  this  manner  a  large  num- 
ber of  the  associations  have  been  led  to  add  the  business  of  a  savings  bank  to  their 
ordinary  functions. 

In  almost  all  the  associations  of  the  Ehine  Province,  two  facts  of  good  augury  may 
be  noted : 

(1)  From  year  to  year  the  part  of  the  capital  used  by  the  associations  which  is 
borrowed  from  outsiders  diminishes  and  the  part  borrowed  from  members  increases, 
a  statement  which  is  true  in  the  case  of  three-fourths  of  the  associations. 

(2)  The  money  which  the  associations  borrow  is  received  in  smaller  sums  and  from 
a  larger  and  larger  number  of  persons. 

A  government  commission  of  inquiry,  appointed  as  early  as  1875, 
was  able  even  then  to  report  this  tendency.  An  association  at  Puder- 
bach,  which  in  1868,  the  year  of  its  organization,  borrowed  all  its  funds 
from  outsiders,  had  in  1874  borrowed  29.5  per  cent  from  its  own  mem- 
bers. In  some  associations  the  members  furnished  a  still  larger  part  of 
the  capital  borrowed,  and  the  commission  mentioned  two  in  which  they 
furnished  the  whole.  In  some  associations  this  tendency  is  encouraged 
by  paying  the  members  a  little  higher  rate  of  interest  than  that  paid  to 
outsiders. 

Le  Barbier  states  (page  74)  that  a  very  large  number  of  associations  de- 
pend entirely  on  the  money  deposited  in  their  savings  bank  department 
and  no  longer  have  recourse  to  direct  loans.  "  Thus,"  says  he,  "  a  village 
becomes  the  seat  of  a  circulation  of  capital,  a  circulation  which  is  a  mini- 
ature image  of  that  which  is  seen  in  the  cities,  in  the  industrial  centers. 
He  who  has  capital  without  the  occasion  to  carry  on  a  business  lends 
it  to  him  who  has  occasion  to  carry  on  business  but  lacks  the  means 
wherewith  to  do  it.  This  is  the  great  secret  of  the  enormous  advance 
taken  by  the  manufacturing  industries.  Hitherto,  agriculture  has  not 
been  acquainted  with  the  fruitful  aid  of  the  circulation  of  capital." 
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But  let  one  of  the  Baiffeisen  associations  be  established  in  some  vil- 
lage of  the  valley  of  the  Ahr  or  on  the  banks  of  the  Ehine,  and  at  once 
the  scene  changes.  "Peter  has  sold  his  grapes  and  receives  a  few  hun- 
dred francs.  This  sum  he  carries  to  the  association,  not  having  need 
of  it  for  the  moment.  At  the  same  instant  Paul  finds  a  favorable  occa- 
sion for  buying  a  cow,  and,  not  having  the  money  in  hand,  resorts  to 
the  association,  which  lends  him  the  few  hundred  francs  which  it  has 
received  from  Peter.  The  latter  has  his  profit  in  this,  that  the  money 
being  put  to  work  becomes  capital  and  brings  him  in  interest.  Paul,  on 
the  other  hand,  obtains  the  profit  of  his  investment  less  the  small 
amount  of  interest  which  he  has  to  pay,  and  the  community  being  en- 
abled thus  to  increase  the  number  of  its  productive  operations  becomes 
more  prosperous."  In  short,  the  money  borrowed  and  lent  "  becomes 
one  productive  agent  the  more  in  the  parish,  an  agent  which  had  previ- 
ously been  little  known  by  the  peasant,  namely,  capital.  The  productive 
force  of  this  agricultural  parish  has  been  increased  and  that  without  the 
intervention  of  any  outside  influence." 

"These  associations  of  mutual  credit  turned  into  savings  banks  have, 
then,  an  immense  advantage.  The  money  saved  by  the  peasants  is  em- 
ployed by  the  residents  of  the  same  parish  in  agricultural  operations, 
whereas  in  the  absence  of  these  institutions  it  would  have  remained 
inactive  in  miserly  or  mistrustful  hands,  or  would  have  been  deposited 
in  national  savings  banks  which  would  have  completely  diverted  it 
from  agriculture." 

In  proportion  as  the  associations  have  grown  and  given  proof  of  their 
solidity  money  is  more  easily  obtained.  In  the  beginning  a  rate  of  less 
than  5  per  cent,  was  not  to  be  thought  of,  while  at  present  that  rate  is 
rarely  paid,  almost  all  the  associations  borrowing  at  4£  or  4  and  many 
even  at  3J  per  cent.  Among  245  associations  inscribed  in  the  general 
syndicate  of  Neuwied,  Le  Barbier  mentions  6  which,  in  1885,  still  paid 
5  per  cent,  and  15  which  paid  no  more  than  3J  per  cent.,  all  the  others 
borrowing  at  4  or  4£  per  cent. 

Notwithstanding  the  moderate  interest  paid  the  associations  possess 
a  sufficiently  extended  credit.  Le  Barbier  mentions  eight,  each  of  which 
at  the  end  of  1885  held  more  than  100,000  marks  ($23,800)  of  borrowed 
money,  and  twenty-two  which  held  sums  ranging  between  50,000  and 
100,000  marks.  He  justly  observes  that  "An  association  of  mutual 
credit,  which,  like  that  of  Walporzheim,  operates  in  a  parish  of  only  450 
inhabitants  and  pays  4£  per  cent  interest  on  more  than  130,000  marks 
(nearly  $31,000)  sufficiently  proves  the  utility  of  this  system."  The 
same  association  had  moreover  accumulated  a  reserve  fund  which,  in 
1885,  amounted  to  10,000  marks  ($2,380).  The  figures  just  given  refer 
to  associations  in  the  circuit  of  Cobleutz.  In  other  parts  of  Germany 
the  associations  operate  with  smaller  sums  or  depend  more  particularly 
upon  those  received  through  their  savings  banks.  Le  Barbier  presents, 
on  page  78,  the  following  table,  showing  the  amounts  of  borrowed 
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money  included  at  the  end  of  1885  in  the  liabilities  of  245  associations 
comprised  in  the  syndicate  of  Neuwied,  from  which  statistical  returns 
had  been  received : 


No.  of 
associa- 
tions. 


Amount  of 
loans  in 

1885. 


District  of  Dusseldorf 

District  of  Cologne 

District  of  Coblentz 

District  of  Aix-la-Chapelle  . . . 

1  >istrict  of  Treves 

District  of  Wiesbaden    

Circuit  of  Hesse-Cassel 

Circuit  of  Upper  Silesia 

Other  associations  in  Prussia. . 
Circuit  of  Lower  Franconia  . 
Circuit  of  Swabia  and  Neuln-r 
Other  associations  in  Bavaria  . 

Circuit  of  Upper  Alsace 

Circuit  of  Lower  Alsace 

Grand  Duchy  of  Hesse 

Total 


245 


Marks. 
14,  563.  57 

203,  892.  81 

2,  292,  353.  84 

82,  048.  48 

261,  489. 13 

198,  454. 92 
82,  827.  78 
22,  551.P5 

145,  *70.  62 

815,  965.  82 
43,  435.  57 
92,  244.  75 
64,  684.  30 

291,344.72 
8,  443.  00 


4,619,971.26 


This  total  is  equivalent  to  $1,099,553.  By  the  end  of  1887  the  sum 
had  increased  to  5,067,831.57  marks  ($1,206,141)  and  by  the  end  of 
1888  it  exceeded  6,000,000  marks  ($1,428,000).  This  statement  does  not 
appear  to  include  deposits  in  the  savings  department  of  the  associations, 
which  Courtois  states  at  more  than  9,000,000  francs  ($1,737,000). 

The  Eaiffeisen  associations  sometimes  make  loans  upon  mortgage, 
but  they  lend  chiefly  upon  personal  security,  the  repayment  of  the  loan 
being  guaranteed,  first,  by  the  personal  solvency  of  the  borrower  and, 
second,  by  that  of  one  or  two  sureties.  In  judging  of  this  solvency  the 
directors  are  greatly  aided  by  the  smallness  of  the  districts  in  which 
the  associations  operate  and  by  the  fact  that  the  country  population  is 
generally  very  stationary.  Eaiffeisen  recommended  that  iri  judging  of 
the  value  of  a  borrower's  signature  account  should  be  taken  not  only 
of  the  amount  of  property  owned  by  him,  but  still  more  of  his  personal 
value ;  that  is  to  say,  of  his  honesty  on  one  side  and  his  business 
capacity  on  the  other;  and  he  warned  them  against  having  any  deal- 
ings with  idlers,  tipplers,  and  spendthrifts.  Any  honorable  resident  of 
a  parish  easily  finds  two  persons  willing  to  become  surety  fur  him,  day 
laborers  on  the  larger  farms  often  getting  the  indorsement  of  their 
employers.  In  most  of  the  associations  the  borrower's  wife  is  required 
to  sign  with  him.  Loans  in  account  current  have  been  introduced  for 
the  convenience  of  the  more  comfortably  circumstanced  inhabitants  of 
the  parish.  At  the  opening  of  such  an  account  the  board  of  directors 
fixes  the  maximum  credit  allowable  under  it.  Eaiffeisen  did  not  con- 
sider accounts  current  adapted  for  the  use  of  small  cultivators. 

Loans  upon  mortgage,  when  made  by  the  Eaiffeisen  associations,  are 
made  in  the  same  manner  as  by  individuals  or  by  other  financial  estab- 
lishments. 
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Loans  are  made  for  a  period  of  three  months  or  for  longer  terms,  and 
with  provision  for  repayment  in  annual  installments  where  they  run 
for  a  number  of  years.  Loans  for  three  months  may  be  renewed  at  ma- 
turity. A  considerable  amount  of  money  is  loaned  for  one  year  or  less, 
and  a  little  for  more  than  ten  years,  but  by  far  the  greater  part  runs 
for  terms  of  more  than  one  and  not  more  than  ten  years.  M.  Alphonse 
Courtois,  in  his  Banques  Populaires,  p.  31,  says  that  in  the  associations 
embraced  in  the  syndicate  of  Neuwied,  according  to  the  report  for  De- 
cember 31,  1885,  the  loans  for  one  year  or  less  amounted  to  only  15  per 
cent  of  the  total,  those  for  more  than  one  and  not  more  than  five  years 
to  43  per  cent,  those  for  more  than  five  and  not  more  than  ten  years  to 
34  per  cent,  and  those  for  more  than  ten  years  to  8  per  cent.  Figures 
for  the  different  districts  embraced  in  this  syndicate  will  be  found  in 
a  table  given  by  Le  Barbier  on  page  81  of  the  work  cited  above. 

The  practice  of  lending  for  a  term  of  years  was  adopted  in  consider- 
ation of  the  obvious  needs  of  agricultural  industry,  the  objects  for 
which  loans  are  contracted  seldom  being  such  as  to  yield  their  return 
within  less  than  one  year  and  in  many  cases  requiring  a  number  of 
years  for  that  purpose.  But,  in  view  of  the  fact  that  the  associations 
themselves  borrow  for  terms  of  only  three  mouths,  this  practice  has 
been  severely  criticised,  and  was  strongly  condemned  by  Schulze-De- 
litzsch,  who  insisted  upon  the  necessity  of  equality  between  the  periods 
for  which  money  is  respectively  borrowed  and  lent  by  the  associations. 
Yet  in  spite  of  the  repudiation  of  this  principle  in  the  Baiffeiseu  system, 
that  system  has,  as  Le  Barbier  remarks,  justified  itself — if  we  count 
from  the  establishment  of  the  Flammersfeld  Union — by  an  existence  of 
more  than  forty  years.  The  explanation,  of  course,  is  that  for  every 
long  loan  made  by  the  association  there  are  many  short  loans  made  to 
it,  one  short  loan  furnishing  the  money  to  pay  off  another  until  the  as- 
sociation makes  its  collections.  The  amount  which  such  an  asssociation 
can  keep  out  on  loan  to  its  members  over  and  above  any  capital  which 
it  may  own  is,  in  short,  simply  a  certain  average  balance  which  remains 
in  its  hands  on  loan  from  its  creditors. 

The  danger  lies  in  the  occurrence  of  financial  crises  attended  by 
panic,  in  which  lenders  would  make  a  sudden  demand  for  their  funds 
while  at  the  same  time  the  funds  of  the  association  would  no  longer  be 
freely  replenished  through  the  negotiation  of  new  loans.  Provision  is 
made  for  such  a  contingency  in  the  Eaiffeisen  associations  by  the  inser- 
tion of  a  clause  in  which  the  debtor,  though  borrowing  for  a  long  term, 
concedes  the  right  of  the  association  to  claim  the  repayment  of  the  loan 
at  any  time  within  the  stipulated  period  on  condition  that  it  give  him 
four  weeks'  notice  of  its  intention  to  do  so — a  provision  whose  enforce- 
ment would  sometimes  be  ruinous  to  the  debtor.  The  amplitude  of  the 
security  which  the  priuciple  of  unlimited  liability  gives  to  the  creditors 
of  the  associations  is,  however,  a  strong  defense  against  the  danger  of 
panic,  and  Le  Barbier,  who  points  out  various   other   circumstancete 
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tending  to  render  a  run  upon  these  little  banks  highly  improbable,  con- 
siders that  on  the  whole  "  the  security  is  much  greater  in  the  Eaiffeisen 
associations  than  in  the  majority  of  establishments  based,  or  appearing 
to  be  based,  on  the  principle  of  equality  between  the  periods  for  which 
money  is  loaned  and  those  for  which  it  is  borrowed."  In  Chapter  vin, 
Part  ii,  of  his  work  he  discusses  this  question  at  considerable  length  and 
in  a  very  interesting  manner,  drawing  freely  upon  the  arguments  ad- 
vanced against  the  practice  of  the  Eaiffeisen  associations  as  well  as  on 
those  in  its  favor. 

The  rate  of  interest  charged  to  borrowers  is  generally  5  per  cent,  a 
banker's  commission,  designed  to  cover  the  general  expenses  of  the 
association,  being  added,  which  raises  the  rate  to  5J  or  6  per  cent.  In 
some  associations  the  commission  is  uniform  without  regard  to  the 
length  of  time  for  which  the  loan  is  contracted,  but  in  the  majority  it 
increases  somewhat  with  the  length  of  the  term,  ranging  from  1  per 
cent  on  a  loan  for  one  year  to  as  high  as  3  per  cent,  paid  once  for  all, 
on  a  loan  for  ten  years. 

There  is  considerable  complaint  of  the  want  of  punctuality  on  the 
part  of  borrowing  members  in  the  repayment  of  their  loans,  except  in 
the  case  of  associations  administered  with  a  very  firm  hand  in  regard  to 
this  point;  but  the  sums  actually  lost  by  ultimate  failure  to  pay  are,  ac- 
cording to  Le  Barbier,  insignificant.  Still  he  considers  that  a  reform  in 
the  direction  of  greater  firmness  of  administration  is  extremely  desir- 
able and  that  agricultural  credit  must  suffer  from  a  continuation  of  the 
laxity  which  has  heretofore  pretty  generally  prevailed.  He  says,  how- 
ever, that  "in  spite  of  this  imperfection  in  their  working  the  Eaiffeisen 
associations  have  introduced  into  the  villages  a  beneficent  and  hitherto 
unknown  circulation  of  capital,"  and  he  furnishes  a  table  covering  the 
transactions  of  245  associations  included  in  the  syndicate  of  the 
Ehine  (Neuwied),  which  shows  that  during  the  year  1885  the  sums  lent 
by  these  associations  amounted  to  3,499,683.12  marks  ($832,924.58),  of 
which  amount  608,542.62  marks  were  in  account  current  and  2,891,140.50 
marks  in  personal  loans,  while  the  amounts  repaid  to  the  association  the 
same  year  show  a  total  of  2,486,212.87  marks  ($591,718.66),  559,932.19 
marks  being  in  account  current  and  1,926,280.68  marks  being  in  per- 
sonal loans.  In  1887  the  loans,  including  1,192,260.77  marks  in  account 
current,  amounted  to  4,547,127.86  marks  ($1,082,216.43),  while  the  re- 
payments for  the  same  year,  including  1,043,338.25  marks  in  account 
current,  amounted  to  3,374,100.27  marks  ($803,035.86).  These  sums 
represent  a  vast  number  of  loans  varying  in  amount,  the  smallest  in 
many  cases  not  rising  above  10  or  20  marks.  Le  Barbier  gives  inter- 
esting details  for  several  associations  as  to  the  number  of  loans,  classi- 
fied according  to  their  amount,  and  draws  the  conclusion  that  those 
ranging  from  100  to  500  marks  ($23.80  to  $119)  constitute  by  far  the 
larger  part. 

We  have  seen  £hat  the  association  founded  by  Eaiffeisen  at  Heddes- 
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dorf  iii  1864  was  the  first  of  those  founded  by  him  which,  strictly  speak- 
ing, was  of  the  type  of  those  which  now  bear  his  name.  That  associ- 
ation remained  alone  until  1SG8,  when  others  were  organized  at  Asbach, 
St.  Catherine,  Puderbach,  and  Waltbreitbach.  In  1869  the  number 
increased  to  22,  and  the  name  of  Raiffeisen  began  to  be  heard  in  the 
neighboring  districts.  By  the  year  1874  associations  of  the  same  class 
had  appeared  in  almost  all  the  western  provinces  of  Prussia  and  also 
in  Wurtembnrg,  Hesse  Darmstadt,  and  the  Grand  Duchy  of  Baden. 
It  was  only  in  the  district  of  Coblentz,  however,  that  the  number  in- 
creased much.  In  1875  only  46  associations,  with  a  total  membership 
of  7,376,  made  reports  of  their  business,  and  the  progress  continued  slow 
until  1879.  A  considerable  number  of  associations  were  established  in 
the  district  of  Cologue  and  in  that  of  Dusseldorf,  where  they  had  first 
appeared  in  1877.  From  the  west  they  spread  southward,  one  of  them 
appearing  at  Theilheim,  in  Franconia,  in  1877.  From  1880  to  1885  they 
became  numerous  in  the  province  of  the  Rhine  and  extended  more  or 
less  throughout  Germany  as  far  as  Silesia,  where  the  first  of  them  were 
established  in  1881.  In  1885  there  were  600  known  associations  grouped 
in  a  manner  to  constitute  five  general  syndicates  {Anicaltschaften), 
namely,  the  syndicate  of  the  Rhine  (Xeuwied),  comprising  about  291 
associations,  that  of  Westphalia  with  75,  YVurtemburg  with  100,  Hesse- 
Darmstadt  with  79,  and  the  Grand  Duchy  of  Baden  with  55.  Since  that 
time  the  number  has  considerably  increased.  Thus  in  1886  the  number 
of  associations  in  the  syndicate  of  Westphalia  had  risen  from  75  to  102, 
and  by  the  end  of  1887  it  had  increased  to  145,  the  total  membership 
at  the  three  dates  having  been  4,470,  6,612,  and  9,167,  respectively. 
The  syndicate  of  Nenwied  increased  in  similar  proportions,  comprising 
312  associations  at  the  end  of  1886,  359  at  the  end  of  1887,  and  408  on 
the  3d  of  October,  1888.  This  syndicate  is  subdivided  into  ten  sections 
(verbiincle),  namely,  those  of  Rhenish  Prussia,  Thuringia,  Nassau,  Lower 
Franconia,  Suabia  and  Neuburg,  Hesse-Cassel,  Upper  Franconia, 
Middle  Franconia,  Upper  Silesia,  and  Lower  Silesia,  respectively. 
Two  of  these  sections  have  had  occasion  to  subdivide,  namely,  those  of 
Rhenish  Prussia  and  Suabia  and  Neuburg,  which  together  comprise  ten 
subsections.  Courtois,  writing  in  the  latter  part  of  1889,  or  later,  esti- 
mates the  total  number  of  members  in  560  associations  then  comprised 
in  this  syndicate  at  from  50,000  to  60,000. 

In  regard  to  the  amount  of  business  done  by  the  associations,  Le  Bar- 
bier  is  able  to  give  figures  for  only  two  syndicates  out  of  the  five, 
namely,  those  of  Xeuwied  and  Westphalia,  while,  for  the  scattered  asso- 
ciations which  are  not  connected  with  any  syndicate,  it  is,  he  says, 
wholly  impossible  to  give  even  an  approximate  estimate. 

At  the  end  of  1SS5,  245  of  the  associations  included  in  the  syndicate 
of  Neuwied  made  returns.  Their  receipts  for  the  year  amounted  to 
8,783,351.08  marks  (82,090,438),  their  disbursements  to  8,166,268.47  marks 
($1,943,572),  and  the  excess  of  receipts  over  disbursements  to  617,082.61 
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marks  ($146,866).  Their  balance  sheet  for  December  31  of  the  same 
year  showed  assets  to  the  amount  of  10,038,300.46  marks  ($2,389,116); 
liabilities,  9,942,920.12  marks  ($2,366,415);  profits,  97,289.41  marks 
($23,155),  and  losses,  1,909.7  marks  ($455). 

The  societies  whose  balance  sheets  showed  a  loss  were  as  often  of  old 
as  of  recent  origin  and  included  but  23  of  the  245  associations  making 
returns.  These  losses  were  generally  the  result  of  bad  management.  In 
1887  returns  were  received  from  295  of  the  associations  then  embraced 
in  the  same  syndicate,  and  a  statistical  statement  for  that  year  showed 
receipts  to  the  amount  of  11,246,796.87  marks  ($2,676,738)  and  disburse 
ments  to  the  amount  of  10,519,856.25  marks  ($2,503,726),  the  excess  of 
receipts  over  disbursements  being  726,940.62  marks  ($173,012).  The  as- 
setson  the  31st  of  December  for  the  same  year  amounted  to  12,297,768.72 
marks  ($2,926,869),  the  liabilities  to  12,194,864.47  marks  ($2,902,378),  the 
profits  to  107,260.93  marks  ($25,528),  and  the  losses  to  4,358.68 
marks  ($1,037). 

For  the  syndicate  of  Mfinster  ( Westphalia)  Le  Barbier  presents  a  table 
from  which  it  appears  that  in  1884  its  receipts  amounted  to  1,345, 1 92.98 
marks  ($320,156)  and  in  1887  to  6,164,903.57  marks  ($1,467,247).  Its 
assets  on  the  31st  December,  1884,  amounted  to  1,139,657.77  marks 
($271,239),  and  on  the  31st  December,  1886,  to  3,917,612.73  marks 
($932,392).  He  presents  also  statistics  of  profits  and  losses,  but  only 
for  a  portion  of  the  associations  embraced  in  the  syndicate.  The  figures 
as  to  the  number  of  associations  comprised  in  this  syndicate  in  1885-'86 
and  1887,  respectively,  with  their  total  membership,  have  been  given 
above. 

As  regards  the  amounts  of  the  reserve  fund,  which  we  have  seen  was 
originally  designed  to  constitute  the  sole  capital  belonging  to  the  asso- 
ciations themselves,  the  figures  for  the  syndicate  of  the  Ehine  (Neu  wied) 
for  the  end  of  1885  show  that  at  that  time  its  aggregate  amount  in  the 
245  associations  making  returns  was  504,456.94  marks  ($120,060.75). 
At  the  end  of  1887,  when  295  associations  made  returns,  the  reserve 
fund  amounted  to  625,502.89  marks  ($148,869.69).  It  will  be  understood, 
from  what  has  already  been  said  in  regard  to  the  share  capital  of  these 
associations,  that  its  amount  is  unimportant  and  affords  no  measure  of 
the  magnitude  of  their  operations.  At  the  end  of  1885  its  amount  in 
the  245  associations  reporting  to  the  syndic  at  Neuwied  for  that  year 
appears  from  a  statement  of  Oourtois  to  have  been  less  than  half  as 
great  as  that  of  the  reserve  fund. 

Courtois  presents  a  few  general  figures  for  a  number  of  other  syndi- 
cates, some  of  them  rising  much  higher  than  any  of  those  given  for  the 
syndicate  of  the  Rhine,  notwithstanding  that  this  has  by  far  the  largest 
membership ;  but,  as  these  statements  do  not  purport  to  be  obtained 
from  authentic  returns,  they  are  not  repeated  here. 

In  concluding  his  notice  of  the  spread  of  the  associations  and  the  in- 
crease of  their  business,  Le  Barbier  states  that  the  cases  of  dissolution 
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are  extremely  rare  and  that  in  these  few  cases  the  winding  up  of  the 
business  of  the  association  has  always  been  effected  under  compara- 
tively good  conditions  and  without  any  serious  loss  to  the  members. 

It  has  already  been  stated  that  the  associations  are,  for  the  most 
part,  grouped  in  syndicates,  of  which  there  were  five  when  Le  Barbier 
wrote.  The  most  important  of  these  syndicates,  that  of  the  Rhine  or 
Neuwied,  was  founded  by  Raiffeisen  himself,  who  was  its  first  syndic  or 
attorney  (Anwalt).  After  his  death,  which  occurred  in  1888,  he  was 
succeeded  by  Mr.  Cremer,  who  still  occupies  the  position.  The  task  of 
a  syndicate  is  to  extend  and  protect  the  loan  associations  and  assist 
them  under  all  circumstances  in  the  defense  of  their  interests.  One  of 
its  principal  duties  is  to  instruct  the  peasants  in  the  management  of 
business  and  the  use  of  credit,  and  it  was  with  this  object  that  the 
arrangement  already  referred  to  for  visiting  the  offices  of  the  different 
associations  and  correcting  their  bookkeeping  was  effected.  These 
visits  are  made  only  upon  the  request  of  the  boards  of  directors,  but 
their  utility  has  been  so  well  understood  that  almost  all  the  associa- 
tions inscribed  in  this  syndicate  make  free  use  of  them.  The  number 
of  accounts  revised  under  this  arrangement  in  1886  was  347.  To  cover 
the  expenses  of  the  syndicate,  the  associations  pay  an  annual  assess- 
ment of  15  marks  each  ($3.57),  which  includes  the  price  of  subscription 
to  the  bulletin  of  the  associations  (Genossenscliaftsblatt),  a  weekly  publi- 
cation which  is  designed  to  keep  them  informed  upon  all  the  facts  likely 
to  affect  their  existence,  operation,  and  progress. 

The  syndicate  proposes  to  publish  annual  statistics  of  the  associa- 
tions, but  hitherto  has  been  able  to  do  so  only  in  an  imperfect  man- 
ner, the  majority  of  the  associations  failing  to  furnish  accurate  returns 
of  their  situation  and  accounts.  The  first  statistics  published  were  for 
the  year  1882  and  embraced  returns  from  121  out  of  the  191  associations 
then  inscribed  in  the  syndicate. 

A  general  assembly  is  held  once  a  year,  composed  of  representatives 
from  all  the  associations,  which  discusses  the  line  of  conduct  to  be  pur- 
sued in  affairs  of  general  interest  and  elects  a  syndicate  council.  The 
attorney  {Anwalt)  and  the  council  are  the  authorized  representatives  of 
the  associations  in  all  matters  of  general  interest.  On  the  request  of 
the  associations  the  syndicate  makes  purchases  of  manures,  seeds,  ma- 
chines, etc.,  buying  in  quantity  and  under  special  guaranty.  It  has 
also  interested  itself  for  some  time  past  in  encouraging  the  use  of  life 
insurance  in  the  country,  and  has  established  at  Neuwied  an  agency  of 
the  Stuttgart  Mutual  Insurance  Society.  As  has  already  been  stated, 
this  syndicate  has  had  to  divide  into  sections  and  subsections,  each  of 
which  exercises  similar  functions  to  those  of  the  syndicate  itself. 

Several  attempts  have  been  made  to  unite  groups  of  the  Raiffeisen 
associations  in  the  establishment  of  central  banks,  by  which  associa- 
tions having  a  surplus  of  capital  might  be  brought  into  relations  with 
those  not  sufficiently  supplied,  to  the  benefit  of  both.     As  a  rule,  how- 
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ever,  these  efforts  have  met  with  indifferent  success,  and  several  banks, 
organized  under  a  law  of  July  4, 1868,  were  finally  compelled  to  dissolve, 
owing  to  a  decision  that  they  had  relied  on  an  erroneous  interpretation 
of  the  law.  Le  Barbier  makes  the  remark  that  the  principles  of  the 
Eaiffeisen  system  are  excellent  in  the  case  of  the  associations,  because 
these  are  strictly  local,  but  that  they  are  very  dangerous  for  a  bank 
carrying  on  an  extended  business.  Nevertheless,  the  Central  Agricul- 
tural Loan  Bank,  of  Neuwied  (Landivirthschaftliche  Central- Darlehns- 
Jcasse),  founded  by  Raiffeisen  in  1876,  remains  in  operation  and  has  made 
continuous  though  slow  progress.  There  is  also  the  Central  Rural 
Bank  of  Miinster,  in  Westphalia;  but  this  is  of  comparatively  recent 
foundation,  and  there  is  little  information  at  hand  in  regard  to  it. 

It  will  be  observed  that  the  figures  given  above  in  relation  to  the 
amount  of  business  done  by  the  Raiffeisen  associations  seem  extremely 
insignificant  in  comparison  with  those  of  the  Schulze-Delitzsch  credit 
unions.  But  aside  from  the  fact  that  the  returns  of  the  Raiffeisen  soci- 
eties are  much  less  complete  than  those  of  the  credit  unions,  a  com- 
parison between  the  amounts  advanced  to  members  in  the  form  of  loans 
in  the  two  associations  can  not  be  fairly  made  unless  the  periods  for 
which  the  loans  are  made  in  the  two  different  systems  respectively  are 
taken  into  consideration.  M.  Courtois  suggests  that  to  make  the  com- 
parison just  all  the  loans  should  be  reduced  to  their  equivalent  on  a 
one-year  basis.  This  would  divide  the  aggregate  amount  of  the  three- 
month  loans  of  the  Schulze-Delitzsch  unions  by  four,  while  the  loans  of 
the  Raiffeisen  associations  for  different  terms  of  years  would  have  to 
be  multiplied  by  the  number  of  years ;  that  is,  the  aggregate  sum 
loaned  for  two  years  would  have  to  be  multiplied  by  two,  the  aggre- 
gate sum  loaned  for  five  years  by  five,  etc. 

It  is  often  charged  that  the  Raiffeisen  associations  are  founded  and 
carried  on  upon  philanthropic  and  religious  rather  than  on  business 
principles.  This  reproach,  if  such  it  must  be  considered,  has  perhaps 
arisen  more  from  the  earnest  appeals  made  in  the  writings  of  their 
founder  to  the  class  of  motives  first  indicated  than  to  the  actual  facts 
of  the  working  of  the  associations  themselves,  though  it  is  no  doubt 
true  that  even  in  the  latter  there  is  some  foundation  for  the  criticism. 
In  some  particulars,  perhaps,  a  closer  adherence  to  ordinary  commer- 
cial principles  would  be  advantageous ;  but  for  the  poorer  portion  of 
the  communities  for  which  the  Raiffeisen  associations  were  designed, 
some  help  of  a  philanthropic  character  seems  to  have  been  urgently 
needed,  and  it  is  far  from  being  a  cause  of  reproach  either  to  the  sys- 
tem or  its  founder  that  such  help  has  been  so  successfully  invoked,  and 
in  a  form  so  free  from  any  tendency  to  weaken  the  spirit  of  self-help 
in  its  beneficiaries.  Moreover,  the  results  achieved  show  that,  if  the 
.ordinary  economic  motives  of  the  business  world  have  been  supple- 
mented by  the  spirit  of  philanthropy,  careful  and  successful  business 
management  has  not  been  wanting. 
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In  respect  to  their  legal  status,  the  German  associations  of  credit, 
whether  of  the  Schulze-Delitzsch  or  Raiffeisen  type,  as  well  as  other 
cooperative  associations,  have  passed  through  two  different  stages,  and 
are  now  in  their  third.  At  first  they  were  without  distinct  legal  recog- 
nition and  much  had  to  depend  on  the  good  faith  of  their  officers  and 
members  towards  one  another  and  towards  the  public,  unless  great 
trouble  and  inconvenience  were  to  be  incurred  in  connection  with  their 
business.  While  this  condition  lasted  it  would  have  been  necessary, 
for  example,  in  order  to  make  it  quite  sure  that  the  courts  would  in  all 
cases  enforce  the  principle  of  unlimited  liability  upon  which  the  credit 
associations  were  founded,  that  their  acknowledgments  of  debt  should 
be  signed  by  all  the  members. 

By  a  law  dated  March  27, 1867,  the  cooperative  associations  of  Prussia 
were  invested  with  the  rights  conferred  by  the  code  of  commerce, 
including  the  full  capacity  to  acquire  and  hold  property  and  other 
important  advantages.  By  an  act  of  the  Xorth  German  Reichstag 
dated  July  4,  18(38,  the  same  rights  were  conferred  for  the  whole  of  the 
^North  German  Confederation,*  and  "  the  issue  of  the  necessarj'  regula- 
tions for  carrying  it  out  was  so  arranged  on  the  part  of  the  separate 
state  governments  that  it  went  into  effect  January  1, 1S69." 

One  change  effected  by  this  legislation  was  that  of  making  a  member 
of  a  society  responsible  for  debts  which  it  might  have  contracted  before 
his  admission,  but,  in  case  he  should  withdraw,  releasing  him  at  the  end 
of  two  years  thereafter  from  all  responsibility,  even  for  debts  contracted 
by  the  society  during  his  membership  ;  whereas,  under  the  German 
common  law,  which  regarded  these  societies  as  partnerships  or  busiuess 
companies,  the  member  was,  indeed,  not  responsible  for  liabilities  con- 
tracted before  his  admission,  but  remained  responsible  for  those  con- 
tracted during  his  membership  for  a  period  of  thirty  years. 

In  commenting  on  the  passage  of  the  law  of  July  4,  1868,  in  one  of 
his  annual  reports  as  an  wait  of  the  general  union  of  the  people's 
banks,  Schnlze-Delitzsch  called  attention  to  important  improvements 
in  the  Prussian  law  affecting  the  associations,  the  most  important  being 
one  which  diminished  the  dangers  of  unlimited  liability.  He  points  out 
that  even  under  the  law  of  1867  the  creditors  could  not  bring  action 

*It  will  be  remembered  that  the  present  German  Empire  dates  only  from  1871. 
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against  individual  members  until  after  the  close  of  insolvency  proceed- 
ings against  the  society,  and  that  the  amendment  referred  to  would 
have  this  further  effect,  namely,  that  as  soon  as  the  insolvency  proceed- 
ings against  the  property  of  the  society  should  draw  to  a  close  and  the 
respective  amounts  of  liabilities  and  assets  be  fully  disclosed,  the  con- 
tributions from  the  members  necessary  to  secure  all  the  creditors  would 
be  enforced  by  an  executory  distribution  (which  would  have  the  effect 
of  compelling  each  member  to  pay  his  pro  rata  share,  if  able  to  do  so). 
This  would  obviate  much  litigation  which  must  have  unavoidably  re- 
sulted through  the  suing  of  individual  members  by  creditors  and 
through  the  suits  of  such  members  to  recover  from  others  what  they 
had  paid  in  excess  of  their  proper  share. 

The  North  German  law  of  July  4,  1868,  remained  in  force  until  Octo- 
ber 1,  1889,  when  the  new  law  enacted  on  the  1st  of  May,  of  the  same 
year,  went  into  effect.  This  is  a  very  elaborate  measure,  comprising 
172  sections  and  dealing  with  the  whole  subject  of  cooperative  associa- 
tions. The  first  section  specifies  the  several  classes  of  societies,  "  not 
limiting  the  number  of  their  members,"  and  having  the  promotion  of 
the  economic  interests  of  these  members  as  their  object,  which  "  acquire 
the  rights  of  registered  societies,'7  by  complying  with  the  provisions  of 
this  law.  Besides  the  credit  associations  of  the  Schulze-Delitzsch  and 
Kaiffeisen  types,  both  of  which  have  been  noticed  in  preceding  pages, 
the  associations  covered  by  the  provisions  of  the  law  comprise  societies 
for  the  purchase  of  raw  materials  in  common,  for  the  sale  in  common  of 
agricultural  or  other  industrial  products,  for  production,  for  consump- 
tion, for  the  purchase  of  machines  or  implements,  agricultural  or  other, 
and  their  use  at  the  common  expense,  and,  finally,  building  societies. 

Instead  of  the  exclusive  regime  of  unlimited  liability  admitted  under 
the  law  previously  in  force,  the  new  law  allows  an  option  between  three 
different  principles,  namely: 

(1)  Unlimited  liability  of  the  members,  both  to  the  creditors  of  the 
society  and  to  the  society  itself,  for  all  the  obligations  of  the  latter  and 
to  the  full  extent  of  their  means. 

(2)  Unlimited  liability  to  the  full  extent  of  their  means,  not  directly 
to  the  creditors  of  the  society,  but  to  the  society  itself,  to  which  they 
are  bound  to  furnish  supplementary  payments  until  all  the  just  claims 
of  the  creditors  are  satisfied. 

(3)  Liability  to  both  the  society  and  its  creditors,  but  limited  in  ad- 
vance to  a  certain  sum;  that  is,  limited  liability. 

The  name  of  a  society  must  indicate  the  object  for  which  it  is  organ- 
ized and  the  category  to  which  it  belongs  as  regards  the  liability  of  its 
members.  Every  new  name  must  be  clearly  distinguishable  from  that 
of  any  society  previously  registered. 

The  number  of  members  with  which  a  society  is  organized  must  not 
be  less  than  seven. 

The  statutes  (constitution)  of  a  society  must  be  made  out  in  writing, 
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and  among  the  subjects  on  which  provisions  must  be  embodied  therein 
may  be  mentioned  the  following:  ^ame,  place  of  business,  and  object 
of  the  society,  manner  of  convoking  the  members  in  general  meetings 
presidency  of  the  general  assembly,  methods  of  publishing  notices,  etc., 
the  sheets  in  which  they  are  to  appear,  liability  of  the  members,  amount 
per  share  of  capital  stock  and  amounts  of  the  installments  in  which  it 
may  be  paid,  the  preparation  and  verification  of  the  balance  sheets,  the 
formation  of  a  reserve  fund  to  cover  losses  and  the  portion  of  the  annual 
profits  to  be  assigned  to  it  until  it  attains  a  certain  specified  amount, 
the  time  for  which  a  society  is  created,  and  the  territorial  limits  within 
which  it  must  obtain  its  members,  its  commercial  year,  and,  finally,  the 
subjects  upon  which  the  general  assembly  of  the  members  can  not  make 
decisions  by  a  simple  majority  vote,  and  the  extent  of  the  majority  or 
other  special  conditions  required  in  such  cases. 

Cooperative  societies  are  authorized  to  extend  their  operations  to 
non-members,  except  (as  shown  in  the  account  of  the  Schulze-Delitzsch 
credit  unions)  that  of  making  advances  in  the  case  of  societies  having 
this  as  the  object  of  their  enterprise. 

A  society  must  have  a  board  of  managers  and  supervising  council 
composed  of  members  of  the  society.*  The  constitution  and  the  names 
of  the  managers  and  members  of  the  council  must  be  entered  in  the 
official  register.  In  applying  for  registration,  the  spokesman  of  the 
society  must  furnish,  among  other  matters,  a  list  of  the  members  of 
the  society;  and  every  new  admission,  or  the  withdrawal,  expulsion,  or 
death  of  any  member,  must  also  be  recorded  in  the  register.  The  court 
at  which  the  register  is  kept  publishes  an  abstract  of  the  society's  con- 
stitution. 

A  summary  of  thelawunder  consideration,  made  by  the  distinguished 
French  economist,  M.  Maurice  Block,  was  published  in  the  Economiste 
Francais  for  June  15, 1889.  The  following  points  are  derived  mainly 
from  that  source: 

The  registration  alone  invests  the  society  with  civil  personality,  and  therefore  is 
of  course  indispensable.  The  new  members — those  received  after  the  deposit  of  the 
statutes  and  the  list  of  members — are  to  sign  a  declaration  of  their  adhesion.  This 
is  transmitted  to  the  tribunal  to  be  entered  on  the  list  of  members,  which  is  always 
to  be  kept  complete.  The  member's  name  having  been  entered  on  the  list,  the  tri- 
bunal gives  notice  of  it  to  the  society.  It  is  this  entry  which  gives  him  the  status  of 
membership. 

Changes  in  the  constitution,  the  prolongation  of  the  term  of  the  society's  existence, 
and  other  analogous  points  can  only  be  decided  upon  in  a  general  meeting  of  the 
members.  In  many  cases  a  simple  majority  does  not  suffice,  a  three-fourths  vote 
beug  required.  The  decisions  reached  are  to  be  communicated  to  the  tribunal  to  be 
registered  and  confirmed.  A  society  when  registered  becomes  by  the  fact  of  its  regis- 
tration a  civil  person,  having  its  rights  and  its  duties.  It  can  acquire  property,  can 
sue  and  be  sued,  and  has  the  legal  status  of  a  merchant  (est  considered  oomme  com- 
mergant). 

*  Where  one  registered  society  is  individually  a  member  of  another,  its  members 
are  eligible  to  serve  in  the  board  of  managers  or  supervising  council  of  the  latter. 
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Referring  to  a  somewhat  vague  requirement  set  forth  in  section  7  in 
respect  to  fixing  the  payments  of  members  on  their  shares  in  the  capital 
at  not  less  than  one-tenth  of  the  total  amount  of  the  share,  M.  Block 
states  his  understanding  to  be  that  the  payment  of  the  first  tenth  must 
be  required  within  a  certain  limited  time.     He  says : 

la  a  society  with  unlimited  liability  a  member  can  have  but  one  share.  Let  us  say 
tbat  the  statutory  amount  of  each  share  is  500  francs.  The  member  has  not  been 
able  to  pay  this  sum  at  one  time,  but  is  required  to  complete  within  a  short  time  the 
payment  of  50  francs,  leaving  the  remainder  to  be  paid  according  to  convenience  in 
monthly  contributions. 

Continuing  his  summary,  he  says  : 

Any  person  joining  one  of  these  societies  does  so  subject  to  his  continuing  liability 
for  any  debts  which  he  may  previously  have  contracted.  A  woman  who  becomes  a 
member  can  not  take  advantage  of  the  legal  privileges  or  disabilities  incident  to  her 
sex. 

The  board  of  managers  is  composed  of  at  least  two  members  elected  by  the  members 
in  general  meeting,  unless  the  constitution  provides  otherwise.  They  may  or  may  not 
receive  a  salary,  and  their  election  is  always  subject  to  revocation.  It  is  their  duty 
to  carry  on  the  business  of  the  society  honestly  (en  bons  commergants)  and  they  are 
pecuniarily  responsible  for  all  their  faults. 

The  council  of  supervision  has  extensive  powers.  It  keeps  an  eye  on  the  action  of 
the  managers  and  can  suspend  them,  or  one  of  them,  and  immediately  call  a  general 
meeting  of  the  members  and  demand  the  deposal  of  the  manager  accused  of  having 
failed  in  his  duty.  This  council  is  itself  in  like  manner  responsible  for  its  shortcom- 
ings and  especially  for  negligence. 

Each  member  has  one  vote  in  the  general  assembly,  and,  except  in  the  case  of  an 
association  having  membership  in  a  society,  or  in  that  of  a  woman,  this  right  can 
not  be  transferred  to  a  substitute.* 

The  general  assembly  has,  of  course,  those  rights  which  "belong  to  it  in  the  nature 
of  things.  They  need  not  be  enumerated  further  than  to  say  that  it  can  limit  the 
payments  of  the  members  as  well  as  the  amount  of  the  loans,  but  it  can  not  easily 
increase  them. 

Section  51  introduces  a  principle  which  is  new  in  Germany,  though 
familiar  enough  in  Great  Britain  and  the  United  States.  It  provides 
for  an  inspection  of  the  organization  and  business  management  of  each 
society  once  every  two  years  by  an  expert  who  is  not  a  member  thereof. 

The  succeeding  paragraphs  prescribe  the  manner  of  his  appointment.  If  the 
society  forms  a  part  of  an  officially  recognized  union,  embracing  the  societies  of  a 
province  or  a  district,  it  is  this  union  which  designates  the  inspectors  ;  in  other  cases 
they  are  appointed  by  the  judicial  authorities. 

The  inspector  has  the  right  to  examine  the  books  and  all  the  papers  which  he  may 
need  or  may  choose  to  call  for. 

The  board  of  managers  can  withhold  nothing  from  him,  and  he  is  moreover  seconded 
by  the  council  of  supervision.  After  the  inspection,  a  certificate  thereof  is  given  to 
the  board  of  managers,  whose  duty  it  is  to  transmit  it  to  the  tribunal,  in  order  that 
its  contents  may  be  inscribed  in  the  register  of  the  societies. 

A  number  of  sections  treat  of  the  withdrawal  or  expulsion  of  mem- 
bers. Members  desiring  to  withdraw  from  a  society  are  required  to  give 
notice  of  the  fact  in  advance.    The  length  of  this  notice  is  prescribed  by 

*  Another  exception  is  that  of  the  heirs  of  a  deceased  member. 


76  COOPERATIVE    CREDIT    ASSOCIATIONS. 

the  constitution  of  each  society,  provided  that  it  must  not  be  less  than 
three  months  nor  more  than  two  years.  This  notice  is  dispensed  with 
when  a  member,  with  the  consent  of  the  society,  transfers  his  interest 
to  another  member,  which,  however,  can  only  be  done  when  the  interest 
thus  acquired  by  the  latter  will  not  make  his  total  interest  exceed  the 
maximum  amount  which  a  member  is  allowed  to  acquire  in  the  share 
capital  of  the  society. 

If  the  constitution  requires  that  membership  in  a  society  be  confined 
to  persons  residing  within  a  certain  specified  district,  a  member  leaving 
such  district  can.  at  the  close  of  the  business  year,  give  written  notice 
of  his  withdrawal,  or  the  society  can,  on  its  side,  send  such  a  member 
a  written  notice  requiring  such  withdrawal. 

The  constitution  of  a  society  determines,  within  limits  allowed  by  the 
law,  the  causes  for  which  a  member  can  be  expelled.  Among  those  for 
which  expulsion  is  permitted  by  the  law,  M.  Block  mentions  the  loss 
by  a  member  of  his  civil  rights  and  the  act  of  joining  another  society  of 
a  like  character,  even  though  it  may  not  be  located  in  the  same  place. 
The  last  is  a  new  provision,  and  the  reason  assigned  for  its  adoption  is 
that  the  interest  of  the  members  in  the  management  of  the  societies  is 
weakened  by  dividing  it  up  among  a  number  of  such  organizations  and 
that  the  credit  of  the  latter  is  impaired  by  the  same  cause.* 

Other  series  of  sections  contain  provisions  relating  to  the  voluntary 
liquidation  of  a  society,  and  still  others  to  the  case  of  its  failure. 

In  a  case  of  failure,  if  the  admitted  claims  of  creditors  are  not  satis- 
fied out  of  the  assets  of  the  society  available  when  proceedings  in  in- 
solvency are  opened,  a  pro  rata  assessment  must  be  levied  on  the  mem- 
bers on  a  per  capita  basis,  unless  the  constitution  of  the  society  provides 
otherwise,  the  amounts  assessed  being  made  large  enough  to  yield  the 
total  sum  required  without  the  help  of  such  members  as  are  known  to 
be  unable  to  contribute  the  amounts  assessed  ag'ainst  them ;  and  it  is 
only  for  an  admitted  claim  remaining  unsatisfied  at  the  end  of  three 
months  after  such  an  assessment  has  been  judicially  declared  executory 
that  a  creditor  can  bring  action  against  an  individual  member  of  the 
society.  When  a  debt  is  thus  collected  by  action  against  the  individual 
member,  such  member  succeeds  to  the  creditor's  rights  as  against  the 
society. 

The  law  contains  special"  provisions  respecting  each  class  of  societies, 
those  with  limited  liability  and  those  with  each  kind  of  unlimited  lia- 
bility. Members  of  a  society  with  unlimited  liability  of  either  kind 
declare  on  entering  it  their  absolute  solidarity,  making  themselves 
jointly  and  severally  responsible  for  all  its  obligations.  Even  after 
withdrawal,  a  member  remains  for  a  considerable  period  responsible  for 
all  the  debts  contracted  by  the  society  during  the  period  of  his  mem- 


*  See  observation  on  this  poiut  in  summary  of  model  constitution,  of  u  Sehulze- 
Delitzach  credit  union. 
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bership.  Under  the  new  form  of  unlimited  liability,  this  period  is 
eighteen  months ;  under  the  old  it  is  two  years.  In  societies  with  lim- 
ited liability  a  member  may  own  several  shares  and  is  liable  only  in 
proportion  to  the  amount  of  his  stock. 

Provision  is  made  in  the  law  enabling  a  society  with  limited  liability 
to  transform  itself  into  a  society  with  unlimited  liability  and  vice  versa. 

The  members  of  the  board  of  directors  and  those  of  the  council  of  super- 
vision are  liable  to  considerable  penalties  for  any  infraction  of  the  law,  as 
well  as  for  negligence,  etc.,  to  say  nothing  of  their  j>ecuniary  responsi- 
bility. This  chapter  comprises  only  a  brief  abstract  of  the  law  of 
May  1,  1889,  with  a  few  of  the  more  important  points  embraced  in 
preceding  legislation. 


THE  PEOPLE'S  BANKS  OF  AUSTRIA-HUNGARY. 

The  information  at  hand  in  relation  to  cooperative  credit  associations, 
or  people's  banks  in  the  Austro-Hiingarian  empire  is,  unfortunately, 
quite  scanty;  but  a  few  facts  are  gleaned  from  M.  Courtois'  Banques 
Populaires,  a,  report  to  the  British  foreign  office,  prepared  in  1886,  by 
Mr.  Maude,  second  secretary  to  the  British  embassy  at  Vienna,  and 
various  other  sources,  including  statistical  tables  published  iu  Part  VI 
of  the  official  statistical  year  books  for  Hungary  (Statist ische  Jahr- 
bucherfiir  Ungarn).  As  the  value  of  the  florin  in  our  money  has  changed 
with  the  fluctuations  in  the  price  of  silver,  amounts  are  presented  in  the 
original  denomination.  The  mean  value  of  the  florin  for  the  period 
covered  may  be  roughly  estimated  at  about  40  cents,  ranging  from 
about  48  cents  in  1873  down  to  33.6  cents  on  January  1,  1889. 

AUSTRIA. 

The  cooperative  credit  associations  of  Austria  first  received  a  legal 
status  and  recognition  through  a  law  promulgated  June  9,  1873.  At 
that  date,  however,  such  associations  had  already  existed  for  a  number 
of  years,  and  the  enactment  of  the  law  in  question  was  simply  the 
response  of  the  legislature  to  the  pressure  of  public  opinion.  For  the 
most  part  this  law  is  a  copy  of  the  German  law  of  1868  on  the  same 
subject,  but  it  differs  from  that  in  the  fact  that,  like  the  later  German 
law  of  May  1,  1889,  it  authorizes  such  associations  to  organize  Avith 
either  limited  or  unlimited  liability,  according  to  their  own  preference. 
The  law  of  1873  authorized  the  societies  then  existing  to  place  them- 
selves under  its  protection  and  have  themselves  officially  registered. 
Their  number  when  the  law  went  into  force  was  about  1,000.  Of  these, 
749  (375  with  limited  and  374  with  unlimited  liability)  were  registered 
by  the  end  of  1888,  and  146  went  into  liquidation,  leaving  only  106 
existing  and  still  unregistered.  During  the  same  period — that  is,  the 
period  between  the  passage  of  the  law  of  1873  and  the  end  of  the  y"ear 
1888 — 804  new  societies  (470  with  limited  and  334  with  unlimited  lia- 
bility) were  organized  under  the  provisions  of  that  measure,  making  a 
total  of  1,553  societies  registered  up  to  the  end  of  18S8.  Of  these,  254 
(146  with  limited  and  108  with  unlimited  liability)  went  into  liquida- 
tion, while  42  (17  with  limited  and  25  with  unlimited  liability)  failed, 
leaving  on  the  registers  at  the  end  of  1888  1,257  societies  (682  with 
limited  and  575  with  unlimited  liability). 

It  will  be  observed  that  of  the  old  societies  registered  under  the 

provisions  of  the  law  of  1873  the  numbers  with  limited  and  unlimited 

liability  respectively  were  about  equal,  while  among  the  new  societies 

organized  since  the  passage  of  that  law  those  with  limited  liability 
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considerably  preponderate.  Previous  to  1881  the  societies  with  un- 
limited liability  were  in  the  majority,  but  since  that  year  there  has  been 
a  marked  tendency  for  societies  with  limited  liability  to  increase  in 
relative  number. 

The  following  table,  compiled  byM.  Oourtois  from  materials  furnished 
to  him  by  Dr.  Hermann  Ziller  and  Mr.  Alexander  Dorn,  exhibits  the 
growth  of  the  societies  from  1873  to  1888,  inclusive,  the  data  being, 
however,  incomplete  for  the  year  last  named  as  well  as  for  the  first  five 
of  tne  period : 

The  people's  oanks  of  Austria — Statistics  for  1873-1888. 
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1873 

66 

344 
394 
416 
436 
445 
452 
462 
482 
510 
547 

602 
632 
651 

682 

76 
369 
424 
456 
471 
479 
477 
484 
488 
505 
511 
522 
531 
546 
544 
575 

142 

713 

818 

872 

907 

924 

929 

946 

970 

1,015 

1,058 

1,101 

1,133 

1,178 

1,195 

1,257 

Florins. 

Florins. 

Florins. 

Florins. 

Florins. 

Fl. 

1874 

1875 

1876 

1877 

1878 

299,  867 
327,  055 
342, 124 
371, 150 
398,  683 
429,  651 
460,  058 
483,  028 
504,  814 
513,  756 

324 

352 
3tf2 
383 
393 
406 
418 
426 
429 
c429 

19, 425,  200 

20,  547,  200 

21,  514,  000 

21,  946,  000 

22,  860,  000 

24,  733,  200 

25,  646,  500 

26,  649,  200 
26,  496,  000 
28,  450,  000 

3,  639,  200 

4,  488,  000 
5, 110,  000 
6,  008,  000 

6,  817,  200 

7,  718,  000 

8,  427,  200 

9,  372,  000 
10, 159,  200 
11,  080,  000 

23,  064,  400 

25,  035,  200 

26,  624,  000 

27,  954,  000 
29,  677,  200 

32,  451,  200 

33,  973,  200 
36,021,200 
36,  655,  200 
39,  530,  000 

24,  800 
26,  800 

1879 

1880 

&25,  600 

1881 

1882 

1883 

1884 

1885 

1886 

1887 

1888 

153,  564, 400 
214,  429,  200 
228,  624,  000 

233,  286,  000 

234,  431,  200 
240,  495,  200 
250,  610,  000 

158,  400 

210,  400 
al78,  400 

211,  600 
207,  200 

a207,  200 
210,  000 

28,  *00 

29,  200 

30,  800 

30,  800 

31,  600 
31,  200 
33,  200 

Liabilities  for  deposits, 
and  in  account  current, 
etc. 

Due  tbe  banks  at  end  of  year. 

Banks 

Years. 

Total. 

Average 
per  bank,  d 

On  notes, 
bills,  etc. 

On  advances 

secured  by 

pledge.  ' 

On  loans 
secured 
by  mort- 
gages. 

not  regis- 
tered. 

1873 

Florins. 

Florins. 

Florins. 

Florins. 

Florins. 

858 

1874 

374 

1875 

309 

1876 ; 

273 

1877 

242 

1878 

106,152,000 
119,308,000 
133,  900,  000 
149,  300,  000 
172,  640,  000 
186,  200,  000 
197,  000,  000 
201,396,000 
217,  940,  000 
224,  088,  000 

116,000 
128,  000 
140,  000 
152,  000 
172,  000 
176,  000 
180,  000 
176, 000 
184,  000 
188,  000 

88,  274,  800 
92,  270,  000 
103,  438,  800 
109,  471,  200 
121,084,800 
129,  068,  800 
137,  712,  000 
139,  326,  fcOO 

144,  990,  000 

145,  978,  800 

2, 186,  800 
1,  860,  800 

1,  748.  000 

2,  800,  000 

1,  972,  000 

2,  884,  800 
3, 152,  800 
3, 110,  800 

3,  666,  000 
3, 408,  000 

29,  732,  800 
33,  646,  800 
37,  404,  000 
45,  514,  800 
52,  066,  800 
57,  324,  800 
61,  944,  800 
68,  064,  000 
72,  684,  000 
79,  366,  000 

211 

1879 

191 

1880 

185 

1881 

165 

1882 

149 

1883 

1884 

142 
133 

1885.. 

126 

1886 

122 

1887 

118 

1888 

106 

a  The  average  obtained  by  computation  is  216,100  florins  for  1883,  and  204,200  florins  for  1886.  The 
averages  so  obtained  for  several  other  years  differ  from  those  printed,  but  only  in  a  slight  degree. 

b  The  average  obtained  by  computation  for  1880  is  28,100  florins.  For  certain  other  years  the  com- 
puted averages  differ  slightly  from  the  printed  ones  given  by  M.  Courtois. 

c  As  obtained  by  computation,  nearly  430. 

d  Compared  with  the  averages  obtained  by  computation,  the  printed  ones  for  1878  and  1884  are  1,000 
florins,  and  those  for  1882.  2,000  florins  too'  large,  while  those  for  1886  are  1  000  florins,  and  those  lor 
188C,  1881,  and  18S5,  2,000  florins  too  small. 
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In  connection  with  the  above  table,  M.  Courtois  calls  attention  to  the 
fact  that  the  figures  which  relate  to  the  number  of  institutions  include 
all  those  in  operation,  while  the  figures  as  to  amount  of  capital,  busi- 
ness done,  loans  outstanding,  etc.,  are  an  official  compilation  from  the 
accounts  returned.  "  Is  it  probable,"  he  asks,  rt  that  all  the  societies 
sent  in  their  accounts?"  This  question  he  answers  in  the  negative, 
and  he  expresses  the  opinion  that  the  figures  on  amount  of  business 
done,  capital  paid  in,  reserve,  deposits,  and  loans,  should  be  increased 
by  about  one- third,  in  order  to  make  them  large  enough  to  include  the 
accounts  of  all  the  associations. 

As  regards  the  distribution  of  these  associations  it  is  shown  in  Mr. 
Maude's  report  that  in  1881  there  were  425  in  Bohemia,  304  in  Moravia, 
140  in  Galicia,  and  128  in  Lower  Austria,  the  remaining  132  (or,  accord- 
ing to  Courtois,  138)  being  scattered  through  six  other  provinces,  33  be- 
ing the  largest  number  in  any  one  of  those  provinces. 

In  1883,  35  per  cent  of  the  registered  associations  were  in  Bohemia, 
26  per  cent  in  Moravia,  and  14  per  cent  in  Galicia,  the  remaining  25 
per  cent  being  distributed  through  various  other  provinces.*  Statistics 
on  this  point  for  more  recent  years  are  not  at  hand,  but  M.  Bene  La- 
vollee, on  page  345  of  the  second  volume  of  his  work  on  the  working 
classes  in  Europe  f  gives  the  distribution  of  cooperative  banks  of  loan 
and  discount  in  1868  as  follows:  Bohemia,  288 ;  Moravia,  69;  Lower 
Austria,  32  ;  Upper  Austria,  6  j  other  provinces,  23,  making  a  total  at 
that  time  of  only  418. 

M.  Lavollee  observes  that  the  spirit  of  association,  which  he  says  is 
very  strong  and  widespread  among  the  working  classes  of  Austria,  is 
especially  so  among  the  Germanic  portion  of  the  population  ;  yet  it  ap- 
pears from  his  own  figures,  as  well  as  from  those  of  Mr.  Maude,  that  as 
regards  the  credit  associations,  or  people's  banks,  Bohemia  and  Mo- 
ravia, in  both  of  which  the  Germanic  element  is  greatly  in  the  minority, 
were  far  in  advance  of  the  other  provinces. 

Another  observation  of  M.  Lavollee  may  be  noticed  at  this  point.  It 
is,  that  the  rather  sudden  rise  of  working  class  associations  in  Austria 
coincided  with  the  introduction  of  parliamentary  government  and  with 
the  first  concessions  made  to  the  desire  for  home  rule  cherished  by  the 
numerous  nationalities  embraced  in  the  Empire.  That  is,  it  would  ap- 
pear that  as  soon  as  the  people  found  themselves  at  liberty  to  pursue 
their  own  interests  as  they  pleased  they  began  to  avail  themselves  of  the 
advantage  of  associative  action  in  a  variety  of  forms;  and  while  loan 
associations  liave  not  yet  attained  a  development  quite  equal  to  that 
of  similar  associations  in  Germany,  the  Austrian  working  classes, 
under  the  lead  of  Dr.  Herman  Ziller  and  others,  were  not  slow  to  per- 

*  See  a  report  on  agricultural  credit  in  Austria-Hungary,  by  Count  Toucher  de 
Careil,  published  in  Bulletin  of  the  French  Department  of  Agriculture  for  1884.  Fig- 
ures given  are  on  page  670  of  that  publication. 

tLes  Classes  Ouvrieres  en  Europe,  second  edition.     Paris  :  Guillaumin  et  Cie;  1884. 
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ceive  the  suitability  of  such  associations  to  subserve  their  interests  as 
institutions  of  saving  and  credit.  They  have,  as  we  have  already  seen, 
shown  less  disposition  than  the  Germans  to  adopt  the  principle  of  un- 
limited liability ;  but  the  free  choice  in  this  matter  which  the  Austrian 
law  has  allowed  since  1873  is  now  conceded  by  the  German  law  also,  and 
it  will  be  interesting  to  observe  the  comparative  workings  of  the  two 
systems  of  liability  in  each  country. 

Although  the  German  credit  unions  had,  at  latest  accounts,  shown 
little  disposition  to  avail  themselves  of  their  present  freedom  to  organ- 
ize with  limited  liability,  it  remains  to  be  seen  how  far  they  may  do  so 
hereafter;  and  it  must  be  said  for  the  Austrian  unions  that,  notwith- 
standing their  increasing  tendency  to  organize  on  the  limited  liability 
plan,  their  growth,  both  in  membership  and  business,  appears  from  the 
above  table  to  have  been  steady  and  reasonably  rapid,  while  the  increase 
in  their  deposits  and  obligations  in  account  current  from  106,152,000 
florins  in  1878  to  224,088,000  florins  in  1887,  an  increase  of  about  111 
per  cent  in  nine  years  as  compared  with  one  of  only  about  71  per 
cent  in  the  number  of  members,  does  not  indicate  that  their  credit  is  de- 
clining in  consequence  of  the  increasing  prevalence  of  limited  liability 
among  them.  It  must  be  remembered,  too,  in  making  a  comparison 
between  the  German  and  the  Austrian  associations,  that  the  latter  had 
a  considerably  later  start  than  the  former,  and  consequently  have  not 
had  time  to  reach  a  corresponding  stage  of  development. 

Mr.  Maude  divides  the  Austrian  loan  associations  or  "people's  banks" 
into  two  groups,  one  of  which  consists  of  associations  open  to  officials 
only,  while  those  composing  the  other  are  open  to  all  classes  and  have 
a  membership  consisting  principally  of  tradesmen,  artisans,  and  farm- 
ers, the  word  farmers  being  no  doubt  used  to  denote  mainly  farmers  of 
the  poorer  class.  A  large  majority  of  the  associations  belong  to  the 
latter  group,  for,  in  1881,  the  year  to  which  Mr.  Maude's  figures  refer, 
there  were  but  seventy-nine  associations  of  the  other  class,  more  than 
two-thirds  of  these  being  in  Lower  Austria,  the  metropolitan  province. 

In  the  small  group  of  societies  which  comprise  only  officials  the  bus- 
iness done  is  exclusively  confined  to  members,  while  in  about  one-fourth 
of  the  others,  or  rather  of  such  of  them  as  made  returns,  it  was  formerly 
the  practice  to  make  advances  both  to  members  and  to  outsiders.  Mr. 
Maude  attributed  this  practice  in  part  to  the  fact  that  previous  to  1880 
the  "people's  banks"  were  treated  as  traders  and  required  to  pay  the 
tax  on  industry  and  income.  This  led  many  of  them  to  seek  an  increase 
of  their  profits  through  doing  business  with  the  outside  public ;  but  a 
law  of  January  1,  1880,  exempted  from  the  tax  in  question  societies 
which  do  business  only  with  their  own  members,  charging  income  tax 
only  on  their  net  profits  and  making  certain  allowances  and  exemptions 
for  those  whose  income  does  not  exceed  a  sum  equivalent  to  about  $900 
a  year.  This  removed  the  motive  for  seeking  the  custom  of  outsiders, 
a  practice  which  is  said  by  Mr.  Maude  to  have  had  unfortunate  results 
19512-No.  3 G 
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and  therefore  one  which  it  was  desirable  to  discourage.  It  will  be  re- 
membered that  the  German  law  forbids  the  cooperative  credit  associa- 
tions to  lend  money  to  others  than  their  own  members,  except  where  it 
is  a  question  of  finding  an  investment  for  surplus  funds. 

In  addition  to  the  capital  formed  by  the  payments  of  members  on 
their  shares  and  the  reserve  fund,  Mr.  Maude  mentions  another  item, 
not  shown  in  the  above  table,  as  being  included  in  the  capital  of  a  few 
of  the  societies.  This  is  the  guaranty  fund  (SicJierstelhtngsfond)  and  is 
formed  by  requiring  the  borrowing  members  to  pay  into  it  a  fixed  per- 
centage of  the  gross  amount  of  what  they  borrow  from  the  association. 
It  "  is  intended  to  cover  losses  incurred  in  advancing  money,  and  must 
be  exhausted  before  the  reserve  fund  can  be  touched."  The  reserve 
fund  proper  was  equivalent  in  1878  to  18.7  per  cent,  and  in  1S87  to  38.9 
per  cent  of  the  paid-in  capital. 

The  total  capital,  reserve  fund  included,  amounted  at  the  end  of  1887 
to  an  average  of  about  77  florins  (about  8-7)  per  member.  But  as  the 
capital  given  in  the  table  is  that  only  of  societies  making  returns, 
whereas  the  number  of  members,  is  the  total  in  all  the  societies,  the 
actual  average  per  member  is  larger  than  these  figures  indicate.  If  we 
accept  M.  Courtois's  estimate  and,  by  way  of  allowance  for  societies  not 
making  returns,  add  one-third  to  the  amount  of  capital  shown  by  the 
table,  we  shall  have  an  average  of  about  $36  per  member,  instead  of 
$27.  Some  further  addition  might  be  made  for  the  guaranty  fund 
which  does  not  appear  in  the  table,  but  as  that  exists  in  but  few  of  the 
societies,  the  addition  from  this  source  would  be  but  slight.  In  1881, 
according  to  Mr.  Maude,  it  aggregated  only  321,737  florins  for  all  the 
societies  making  returns. 

The  total  working  capital  at  the  close  of  1887  comprised — 

Florins. 

Capital  paid  in  on  members'  sliares 23,  4  "SO,  000 

Reserve 11,080;000 

Deposits,  accounts-current,  etc 224,  086,  000 

Total  for  societies  making  returns 263,  618,  000 

Add  one-third  as  estimate  for  other  societies 87,  872,  667 

Total  for  all  societies  (estimated) 351,  490,667 

At  31.5  cents  per  florin,  its  value  as  estimated  by  the  Director  of  the 
Mint  for  January  1,  18S8;  this  total  is  equivalent  to  $121,201,280. 

HUNGARY. 

Cooperative  credit  associations  have,  according  to  M.  Courtois,  been 
in  operation  in  Hungary  since  1852,  but  previous  to  18G9  the  increase 
in  their  number  was  very  slow.  According  to  a  statement  found  in  a 
statistical  compendium*  prepared  in  the  Hungarian  Bureau  of  Statis- 


*Staristique  de  la  Hongrie.  Livre  de  poche.  RecLige'  a l'occasion  dn  IXe  Congrea 
International  de  Statistique  au  Bureau  de  Statistique  Royal  Hongroia  par  Charles 
Keleti  et  L.  Beothy. 
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tics  on  the  occasion  of  the  ninth  international  statistical  congress  the 
number  of  "people's  banks"  and  societies  for  mutual  relief  in  1870  was 
only  5.  In  1871  it  had  increased  to  11$  in  1872  to  80,  and  in  1874 
to  201. 

The  following  table  showing  the  number  and  status  of  the  cooper- 
ative credit  association  or  people's  banks  of  Hungary  for  the  thirteen 
years  from  1876  to  1888,  inclusive,  is  compiled  mainly  from  the  official 
Hungarian  statistical  year  books  (Statistische  Jahrbiicher  fur  Ungarn), 
the  figures  for  the  years  1876-'80  (except  those  as  to  the  number  of 
banks  for  1876-'79,  which  are  obtained  from  a  table  furnished  in  M. 
Oourtois's  Banques  Populaires)  being  found  in  Heft  vi  of  the  Jahrbuch 
for  1880,  and  those  for  1881-'88  in  Heft  VI  of  the  Jahrbuch  for  each  yea- 
from  1881  to  1888,  inclusive.  The  figures  are  given  to  the  nearest  100 
florins. 

People's  oariks  of  Hungary — Statistics  for  1876-1888. 


Years. 


Banks. 


Capital  paid  in  (a). 


Total. 


Averagt 

per 

bank. 


Deposits  and  accrued 
interest. 


Total. 


Average 

per 

bank. 


1876 
1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 


227 
232 
234 
241 
247 
266 
289 
315 
354 
398 
430 
488 
547 


Florins. 
14,  042,  500 

12,  546,  500 

13,  059,  400 

14,  031,  700 

14,  752,  000 

15,  184, 100 
15,  718,  000 
17,664,900 
19,  629,  600 
23,  676,  000 
25,  054,  600 

25,  326,  700 

26,  631,  600 


Florins. 
61,  900 
54, 100 
55,  800 

58,  200 

59,  700 
57, 100 
54,  400 
56, 100 
54,  500 
59,  500 
58,  300 
51,900 
48,  700 


Florins. 

6,  343,  200 
7, 119,  900 

7,  872,  600 
9,  241,  700 

10,418,600 
11,  688,  200 

13,  371,  300 

14,  994,  200 

15,  988,  800 

16,  806,  900 
18,  975,  300 
19,248,700 
22.  008, 400 


Florins. 
27,  900 
30,  700 
33,  600 

38,  300 
42, 200 
43,  900 

46,  300 

47,  600 
45,  200 
42,  200 
44, 100 

39,  400 

40,  200 


Due  tbe  banks  at  close  of  year. 

Cash  in 
band. 

Years. 

On  bills  of 

exchange, 

etc. 

On  account 

of  advances 

on  collateral, 

etc. 

On  loans  se- 
cured by 

mortgages. 

On  promis- 
sory notes, 
etc. 

Profits. 

1876 

Florins. 

6,  672, 100 

7,  712, 100 

8,  034,  200 
8,  467,  800 
8,821,500 

10,  691,  900 
10,  898,  800 
12, 127,  000 
14,  383,  200 
16, 121,  900 
16,  951,  300 
18, 196, 100 
19,241,400 

Florins. 

236, 100 

404,  600 

503,  300 

521,  300 

689,  900 

506,  200 

958,  200 

1, 194,  200 

668,  300 

756,  500 

982,  000 

1,  076,  900 

1, 170, 100 

Florins. 
2,416,200 
2,  452,  600 

2,  874,  300 

3,  359,  500 

3,  936, 100 

4,  274,  300 
4,  061,  200 

4,  458,  200 

5,  706,  000 

5,  857, 100 

6,  332,  300 

7,  006,  300 

8,  946,  900 

Florins. 

11,  630,  700 
9,  384,  600 

10,  079,  600 
10,898,500 

12,  005,  200 

11,  609,  200 

13,  408,  400 
15,175,400 
16, 175,  200 

18,  619,  500 

19,  709,  700 

18,  584, 400 

19,  575,  900 

Florins. 

580,  700 

588,  300 

707,  300 

865, 100 

794.  200 

866,  800 

949,  500 

961,200 

886,  300 

942,  600 

1,  252,  700 

1,111,900 

1,  446,  400 

Florins. 
925,  200 

1877  

926,  700 

1878 

1,  077,  600 
1, 112,  700 

1879 

1880     

1,217,0(0 
1, 116,  900 
1,  205,  400 
1,  274,  400 

1881     

1882 

1883  

1884       

1,  315,  700 
1,  396,  000 
1,  535,  300 

1885  

1886 

1887 

1,  547,  900 

1888 

1,  645,  000 

a  Including  that  paid  in  on  sban 
fully  paid  for. 


in  course  of  purchase  by  periodical  payments  as  -well  as  on  those 


An  examination  of  the  above  table  shows  that  between  the  end  of 
1876  and  the  end  of  1888  the  number  of  "  banks"  or  associations  rose 
from  227  to  517,  the  paid  in  capital  from  14,042,500  to  26,631,600  florins, 
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the  deposits  and  accrued  interest  from  6,343,200  to  22,008,400  florins, 
the  aggregate  amount  of  outstanding  loans  and  advances  on  the  various 
kinds  of  securities  from  20,955,100  to  48,934,300  florins,  and  the  net 
profits  from  925,200  to  1,(345,000  florins. 

It  will  be  observed  that  the  average  capital  per  bank  for  the  last  two 
years  is  smaller  than  for  any  year  preceding.  This  is  readily  accounted 
for  by  the  large  increase  in  the  number  of  new  banks  during  those  two 
years,  since  the  new  associations,  having  their  capital  to  accumulate 
chiefly  by  monthly  or  other  periodical  payments,  would  add  but  little 
to  the  aggregate  capital  previously  paid  into  the  older  institutions. 

The  following  statement  shows  the  aggregate  liabilities  and  assets 
at  the  date  of  the  last  report  available. 

LiaWdies  and  assets  on  December  31,  1888. 

LIABILITIES. 

Florins. 

Capital  paid  in 26,631,582 

Reserve  fund 1,383,017 

Special  guaranty  fund 178,  816 

Savings  deposits  and  accrued  interest 22,  008,358 

Outstanding  acceptances 142,  376 

Indebtedness  in  account  current 491, 254 

Loans  and  advances  obtained 439,  315 

Miscellaneous  liabilities 2, 212, 103 

Net  profits 1,645,043 

Total  liabilities 55,131,864 

ASSETS. 

Bills  of  exchange,  etc 19,  241,  357 

Advances  on  collateral  and  on  pledges 1, 170, 147 

Mortgage  loans 8. 946,  947 

Promissory  notes,  etc 19,  575, 914 

Loans  in  account  current 594,  099 

Securities  at  current  value 907,636 

Real  estate  and  other  property 814,  472 

Losses  and  doubtful  i  teius 52,  556 

Other  assets 2,352,298 

Cash  in  hand 1,446,438 

Total  assets 55, 131,  864 

As  compared  with  the  capital  of  26,631,582  florins  of  the  cooperative 
credit  associations  or  people's  banks,  the  paid  in  share  capital  of  the 
ordinary  banks  amounted  to  42,73S,007  and  that  of  the  savings  banks 
to  27,385,746  florins;  while  against  the  22,00S, 358  florins  of  deposits  and 
accrued  interest  held  by  the  people's  banks,  the  ordinary  banks  held 
7i\ 764,937  and  the  savings  banks  386,121,554  florins.  But  while  the 
people's  banks  during  the  years  1877-'88  increased  their  paid  in  capital 
by  more  than  112  and  their  deposits  by  more  than  293  per  cent,  the 
capital  of  the  ordinary  banks  shows  an  increase  of  only  37  and  that  of 
the  savings  banks  of  not  quite  43  per  cent,  while  the  deposits  of  the 
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former  increased  by  182  and  those  of  the  latter  by  87  per  cent.  It 
appears,  therefore,  that  the  people's  banks  are  growing  much  more 
rapidly  than  either  of  the  older  classes  of  institutions  in  respect  to  the 
aggregate  amount  of  their  capital  available  for  business.* 

Since  1875  the  commercial  code  of  Hungary  has  recognized  coop- 
erative societies  with  either  limited  or  unlimited  liability  but  accord- 
ing to  Oourtois,f  the  latter  are  exceptional  in  that  country.  The  num- 
ber of  each  class  is  not  shown  in  the  official  statistics  on  cooperative 
institutions  of  credit,  and  in  the  light  of  M.  Courtois's  statement  it 
seems  probable  that  the  number  of  societies  with  unlimited  liability  is 
not  large  enough  to  give  occasion  for  a  separate  mention  of  them. 

GENERAL  REMARKS. 

By  comparing  the  amounts  of  capital  with  the  amounts  of  the  de- 
posits held  by  the  associations  in  Austria  and  Hungary  respectively, 
it  will  be  seen  that  while  the  Austrian  institutions  resemble  the  credit 
unions  and  loan  associations  of  Germany  in  doing  business  chiefly  with 
borrowed  capital,  the  case  in  Hungary  is  reversed,  but  the  ratio  of  the 
deposits  to  the  capital  in  the  latter  country  is  increasing,  having  risen 
from  45.2  at  the  close  of  1876  to  82.6  at  the  close  of  1888. 

It  will  be  interesting  to  observe  how  the  "  people's  banks,"  as  well  as 
other  institutions  of  credit  in  Austria-Hungary,  will  be  affected  by  the 
competition  of  the  postal  savings  banks  now  in  operation.  These  may 
be  regarded  as  "  people's  banks  "  in  the  most  comprehensive  sense  of 
the  word,  and  the  Austro-Hungarian  system  appears  to  have  special 
excellences  of  its  own ;  but  it  may  be  doubted  whether  it  is  as  well 
adapted  to  promote  the  advantage  of  rural  industry  as  local  institutions 
which  would  retain  the  savings  of  the  people  in  the  localities  where 
they  are  accumulated,  merely  transferring  them  for  use  to  the  hands  of 
other  persons  in  the  same  neighborhood  who  are  for  the  time  able  to 
employ  them  more  profitably  than  the  owners. 

It  is  undoubtedly  an  advantage  to  have  institutions  of  larger  scope 
by  which  the  surplus  capital  of  one  locality  may  be  used  to  supply  the 
deficiencies  of  another;  but  unless  the  facilities  for  distributing  it  from 
the  center  outward  are  as  good  as  those  for  moving  it  in  the  opposite 
direction,  the  smaller  places,  and  especially  the  rural  districts,  are  apt 
to  suffer. 

While  it  is  stated  in  respect  to  Austria  that  the  members  of  the  co- 
operative loan  associations  include  farmers,  and  in  respect  to  Hungary 
that  owners  of  small  and  medium-  sized  landed  properties  are  among  those 

*  U.  S.  Consul-General  Julius  Goldsmith,  of  Vienna,  iu  a  report  to  the  Department 
of  State,  dated  March  10,  1891,  testifies  that  despite  their  charging  a  high  rate  of 
interest,  the  small  provincial  associations  of  Hungary  are,  through  their  prompt- 
ness in  granting  credit,  "  of  uncommon  importance  to  the  traffic  of  that  country,  so 
poor  in  funds. " 

t  Banques  Populaires. 
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benefited  by  the  associations,  no  figures  have  been  found  for  either 
country  showing  what  proportion  of  the  members  are  of  the  agricultural 
class  or  to  just  what  extent  agriculture  is  served  by  the  funds  these 
institutions  hare  to  lend.  There  is,  however,  ample  evidence  that  the 
need  of  credit  at  moderate  rates  of  interest  is  still  widely  felt  among 
Austrian  farmers  of  the  smaller  and  middle  classes  ;  and  a  fuller 
adaptation  of  their  methods  to  the  supply  of  this  need  would,  no  doubt, 
open  to  many  of  the  associations  a  wide  field  for  the  further  extension 
of  their  operations.  The  service  which  such  associations  might  perform 
by  bringing  the  artisans  and  operatives  of  the  towns  and  the  working 
farmers  of  the  country  into  mutually  advantageous  business  relations 
has  already  been  hinted  at  in  writing  of  the  Schulze-Delitzsch  credit 
unions  of  Germany ;  and  the  cooperative  credit  associations  of  Austria- 
Hungary  might  find  an  equally  promising  field  of  usefulness  along  the 
same  line  of  development. 


COOPERATIVE  BANKING  IN  ITALY. 

The  two  great  types  of  cooperative  associations  of  credit  which  had 
their  origin  in  Germany,  the  Schulze-Delitzsch  credit  unions  or  peo- 
ple's banks  and  the  Raiffeisen  loan  associations  or  loan  fund  unions, 
are  represented  in  Italy,  but  with  modifications  to  suit  the  conditions 
of  the  country  and  the  character  of  the  people.  In  the  case  of  the 
class  of  institutions  first  named  the  system  of  unlimited  liability  which, 
up  to  October  1,  1889,  was  imposed  by  law  on  the  German  associations, 
has  not  been  adopted,  notwithstanding  that  the  earliest  advocate  of  the 
system  in  that  country,  Signor  Francesco  Vigano,  gave  it  the  strong 
support  of  his  earnest  and  emphatic  approval.  Instead  of  this  the 
Italian  cooperative  banks  limit  the  liability  of  their  members  to  the 
amounts  of  their  respective  shares  of  stock,  this  being,  indeed,  the  ex- 
tent of  their  liability  under  the  law,  if  the  associations  are  organized 
on  the  limited  liability  plan  5  since  the  Italian  code  does  not  provide,  as 
do  some  others,  for  cases  in  which  the  liability  may  be  for  twice,  or  some 
other  number  of  times,  the  amount  of  the  member's  share  in  the  capital. 
Whatever  may  be  the  geueral  merits  of  the  system  of  unlimited  liabil- 
ity, or  its  special  adaptation  to  the  conditions  that  prevail  in  Germany 
or  to  the  character  of  the  German  people,  most  of  the  Italian  advocates 
of  cooperative  institutions  of  credit  have  regarded  it  as  unsuitable  to 
the  temper  and  circumstances  of  Italian  cooperators.  Among  those 
who  have  taken  this  view  must  be  especially  mentioned  Signor  Luigi 
Luzzatti,  now  minister  of  finance,  who,  at  the  age  of  23,  had  already 
attracted  public  attention  as  the  author  of  a  book  on  the  diffusion  of 
credit  in  Italy,  in  which  he  expounded  the  doctrines  of  Schulze-Delitzsch, 
and  whose  subsequent  advocacy  of  the  system  of  cooperative  banking, 
together  with  his  active  aid  in  its  propagation,  direction,  and  develop- 
ment, has  caused  his  name  to  be  associated  with  the  cooperative  credit 
societies  of  Italy  almost  as  prominently  as  that  of  Schulze-Delitzsch  is 
associated  with  the  cooperative  loan  and  credit  unions  of  Germany. 

M,  Alphonse  Oourtois,  in  his  Banques  Populaires,  points  out  that  at 
the  end  of  twenty-five  years  from  their  origin  the  number  of  Italian  in- 
stitutions of  the  Luzzatti  type  averaged  1  to  every  44,450  of  the  popu- 
lation, whereas  the  German  credit  unions,  after  being  in  operation  for 
a  like  period,  averaged  1  to  every  22,777 ;  and  while  conceding  the  great 
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success  of  the  former*  he  raises  the  question  whether  Yigano  may  not 
possibly  have  been  right  in  thinking  the  German  system  of  unlimited 
liability  adapted  to  Italy.  But  the  fact  that  for  a  time  the  institutions 
increased  in  number  less  rapidly  in  Italy  than  in  Germany  may  well  have 
been  due  to  other  causes  than  the  differences  between  the  systems  of 
liability  adopted  in  the  two  countries,  respectively. 

Another  point  of  difference  between  the  Italian  societies  of  the  Luz- 
zatti  system  and  the  Schulze-Delitzsch  societies  of  Germany  is  found  in 
the  method  adopted  to  guard  against  the  preponderance  of  one  member 
over  others,  or  of  a  few  over  the  great  body  of  the  society.  It  has  been 
seen  that  in  the  German  societies  organized  on  the  principle  of  unlim- 
ited liability  each  member  is  restricted  to  the  acquisition  of  one  share 
in  the  capital,  as  well  as  to  one  vote  in  the  concerns  of  the  society.  In 
Italy,  where,  as  we  have  seen,  the  popular  banks  are  not  founded  on 
the  principle  of  unlimited  liability,  there  is  the  same  legal  restriction  to 
one  vote,  which  is  really  the  essential  thing;  but  while  the  amounts  of 
stock  which  a  member  may  hold  is  also  limited,  the  limits  imposed  are 
such  as  to  allow  a  considerable  diversity  in  the  holdings  of  different 
members.  The  maximum  amount  which  a.  member  may  acquire  in  the 
nominal  capital  is  5,000  lire  ($965);  the  maximum  amount  at  which  the 
nominal  value  of  a  share  may  be  placed  is  100  lire  ($19.30),  and  the  max- 
imum number  of  shares  which  may  be  held  is  dependent  on  the  nominal 
value  of  the  shares,  the  only  legal  restriction  being  the  requirement 
that  their  aggregate  nominal  value  shall  not  exceed  the  5,000  lire  to 
which  a  member's  total  share  in  the  nominal  capital  is  limited. 

It  would  seem  that  the  Italian  associations,  or,  at  any  rate,  a  part  of 
them,  differ  from  the  German  credit  unions  in  making  some  loans  to 
non-members )  but  this  is  only  in  the  case  of  advances  on  government 
bonds  and  other  first-class  securities,  and  there  is  no  reason  to  believe 
that  it  extends  to  the  lending  in  this  manner  of  funds  for  which  there 
is  a  demand  among  the  members.  It  is,  in  fact,  one  of  their  principal 
aims  to  let  the  members  share  as  widely  as  possible  in  the  advantages 
they  have  to  offer,  one  of  the  rules  laid  down  for  their  observance  being 
that,  other  things  being  equal,  the  preference  is  to  be  given  to  applica- 
tions for  small  loans,  so  that  the  number  of  members  accommodated 
may  be  as  large  as  possible.  As  a  matter  of  fact  the  small  transactions 
greatly  preponderate.  It  is  said  that  loans  as  small  as  one  lira  are  not 
unknown,  and  that  those  of  less  than  twenty  lire  (83. 8G)  form  a  majority 
of  the  whole  number,  while  the  largest  number  of  deposits  are  less  than 
fifty  lire  (-$9.65)  in  amount. 

In  Italy,  as  elsewhere,  the  system  of  cooperative  banking  began  to 

*  "  He  elsewhere  states  that  no  important  mishap  has  ocenrred  to  prove  Luzzatti's 
view  erroneous,  and  a  glance  at  the  first  of  the  following  tables  will  show  that  lim- 
ited liability  has  not  crippled  the  banks  in  respect  to  their  borrowing  power,  for  in 
18*8  their  deposits  and  other  borrowed  money  amounted  to  over  five  times  as  much 
as  their  own  paid-in  capital. 
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exist  among  the  people  before  it  was  provided  for  by  law,  legislation 
coming  afterwards,  in  compliance  with  a  popular  demand,  to  remove 
obstacles  to  the  working  and  provide  facilities  for  the  creation  and  de- 
velopment of  the  new  institutions.  The  first  legal  recognition  of  them 
occurs  in  the  code  of  commerce  of  1882,  in  which  articles  211  to  228,  in- 
clusive, were  devoted  to  cooperative  societies,  including  those  of  the 
class  under  consideration.  This  wras  eighteen  years  after  the  first  socie- 
ties of  this  latter  class  had  been  established  in  the  country. 

The  statistical  information  given  below  is  obtained  from  the  official 
Annuario  Statistico  Italiano  for  1839-'90.  In  that  document  the  insti- 
tutions in  question  are  spoken  of  as  ''cooperative  credit  societies  and 
popular  banks,"  and  its  language  in  this  particular  is  adhered  to  in 
translating  the  headings  of  tables,  etc.  It  must  be  observed,  however, 
that  the  two  phrases  are  commonly  used  as  interchangeable,  and  that 
their  substantial  identity  is  recognized  in  the  Annuario  by  uniformly 
including  "cooperative  credit  societies  and  popular  banks"  in  the  same 
tables,  without  making  any  distinction  between  them  in  the  figures 
presented.  The  reason  for  using  both  names,  doubtless,  arises  from  the 
use  by  some  institutions  of  "cooperative  credit  society"  and  by  others 
of  "  popular  bank  "  as  a  part  of  their  respective  titles.  As  a  rule  it  is 
probably  the  larger  societies  that  assume  the  name  of  popular  banks ; 
but  these,  like  the  others,  are  cooperative  credit  societies,  and  all  of 
these  societies  are  often  referred  to  as  "  popular  banks." 


GROWTH   OF   POPULAR   BANKING. 


The  following  table  shows  the  number,  the  amount  of  capital  paid  in 
and  the  more  significant  items  in  the  business  accounts  of  the  cooperative 
credit  societies  and  popular  banks  for  each  of  the  years  indicated : 


Number 
of  insti 
tutions. 

Statement  for  December  31  of  the  years  named, 
showing- 

Tear  ended  December  31. 

Years. 

Amount  of 
capital 
paid  in. 

Deposits 
and  bor- 
rowed 
money.* 

Bills  of  ex- 
change and 
otber  com- 
mercial 
paper  in 
hand. 

Amount 
due  on  ad- 
vances 
made. 

Annual 
amount  of 
bills,  etc.. 
discounted. 

Annual 

amount  of 

advances 

made. 

1871 

64 
81 
88 
100 
109 
111 
118 
123 
133 
140 
171 
206 
252 
316 
423 
540 
641 
692 

Dollars. 
4,  626,  014 
4,  648,  447 
6,  079,  371 
6,  585,  5:96 

6,  597,  979 
6,817,248 
7, 149,  684 

7,  376,  832 
7,  572,  848 

7,  640,  566 

8,  025.  527 

8,  568,  056 

9,  729,  442 
10,  577,  379 
12,  056, 176 

14,  048,  271 

15,  875,  436 

16,  593,  860 

Dollars. 

9,  548,  026 
12,  617,  980 
11.933,064 
17,928,826 
21,918,082 
24.  170,  740 
27,  578,  452 

31,  447,  765 

32,  320,  538 
34,  720,  334 
37,  308,  908 
39.  931.  534 
50,  283,  832 
56, 144, 120 
63, 103,  031 
76,  927, 150 
82,  551,  285 
84,  758,  650 

Dollars. 

8,  308,  232 
8, 195,  257 

9,  705, 102 
13,995,326 
16,  545,  828 
18,  268,  345 
20,  625,  062 
23,  665,  506 
23,  517,  450 
23, 457,  027 
26,  782,  465 
28,  095,  071 
32, 176,  342 
34,  961, 146 
40,  383,  471 
51.  573,  960 
55,137,707 
54,458,180 

Dollars. 

2,  540,  327 

3,  740,  081 
3,  472,  978 
3,  837,  189 
3,  492,  599 
2,  551,  492 
2,  665,  182 
2,401,118 
2,  331,  768 
2,  477,  540 

1,  736,  379 

2,  021, 105 
2,  294,  427 
1,  926, 444 

1,  942,  733 

2,  266,  525 
2,  610,  541 
2,  384,  590 

Dollars. 

Dollars. 

1872 

1873 

1874 

1875 

]  876 

1877 

1878 

1879 

1880 

1881 

110,245,676 
128.  909,  097 
138,  806,  545 
154,  838,  239 
188,  922,  753 
235,  535, 186 
271,263,936 
268,  960,  740 

4,  582,  262 
4,  678,  479 

1882 

1883 

5  197,  721 

1884 

4,  539,  255 
4,  494,  828 

4,  893,  764 

5,  249,  934 
4,  682,  777 

1885 

1886 

1887 

1888 

*Tbe  figures  in  this  column  include  deposits  in  account  current,  savings  deposits,  and  deposits  for 
fixed  periods,  which  may  amount  to  six  months,  a  year,  or  even  more,  received  by  the  institutions  on 
interest  bearing  obligations  known  as  ouoni  fruttiferi. 
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The  number  ot  members  is  not  shown  in  the  above  table,  but  a  state- 
ment in  Courtois'  Bauques  Popnlaires  shows  it  to  have  been  105,177  at 
the  end  of  1881,  and  318,979  at  the  end  of  1887. 

DISTRIBUTION   OF   THE   COOPERATIVE   BANKS   BY   COMPARTEMENTI. 

The  following  statement  shows  by  gTand  divisions  of  the  Kingdom 
(Gompartimenti)  the  number  of  cooperative  credit  associations  and 
''popular  banks"  and  the  amount  of  capital  paid  in,  including  the 
reserve  fund,  with  the  average  amount  to  each  institution,  the  figures 
in  each  case  being  those  for  December  31,  1888.  The  better  to  exhibit 
the  comparative  supply  of  these  institutions  in  the  different  grand 
divisions,  the  population  of  each  grand  division,  as  ascertained  by  the 
census  of  December  31, 1881,  and  the  average  population  to  each  insti- 
tution, are  added : 


Grand  divisions. 


Xnrober 
of  institu- 
tions. 


Paid-in  capital  and  re- 
serve fund. 


Average 

Ave[a?e  capita,  ,„%tlr     BE* 
each  institution.     ^er  31  lggj    one  coop- 

'      °  "     erative 


Piedmont 

Liguria 

Lombard  y 

Venetia 

Emilia 

Tuscany 

T  fa  e  Marches 

TTmbria 

Pome 

Abruzzi  and  Molise. 

Campania 

Apulia 

Basilicata 

Calabria 

Sicily 

Sardinia 


Entire  Kingdom. 


41 
7 
63 
73 
47 
33 
34 
15 
13 
53 
109 
80 
44 
15 
61 
4 


Lire. 

8,  614.  899 
3,452.415 

36,  447.  914 
8,901,512 

9,  523,  323 
3, 439.  208 
1,  222.  714 

1,  661,  621 
1, 152,  631 

2,  7£6,  643 
12,012.139 

8,  829,  690 
3,331,949 
1, 127,  443 
6,  934,  050 
88,  960  • 


Dollars. 
1,662,676 
666.  316 
7,  034.  447 
1.717,992 

1,  838,  001 
663,  767 
235,  984 
320.  693 
222.  458 
537.  822 

2,  318,  343 
1,  704, 130 

643,  066 

217.  596 

1,  338,  272 

17, 169 


Lire. 
210.119 
493,  202 
578,  538 
121,939 
202,  624 
104,  218 

35.  962 
110,  775 

88,664 

52.  578 
110,  203 
110,  371 

75,  726 

75, 163 
113.  673 

22.  240 


692     109,527,111     2 i,  138,  732 


Dollars. 
40,  553 
95, 188 
111.658 
23,  534 
39, 106 
20,114 

6,941 
21,380 
17,112 
10, 148 
21,  269 
21,  302 
14,  615 
14.  506 
21,  939 

4,292 


3,  070,  250 

892,  373 

3,  680,  615 

2,  814, 173 

2, 183,  391 

2,  208,  869 

939,  279 

572,  060 

903,  472 

1,317,215 

2,  896,  577 

1,  589,  064 

524,  504 

l,  257. 88:; 

2,  927,  901 

682,  002 

74,  884 

127.  482 

58.  422 

38.  550 

46,  455 
66,  935 
27.  626 
38, 137 
69,  498 
24.853 
26.  574 
19,  863 
11,  921 
83.  859 

47,  998 
170,  501 


15?,  276 


28,459.62 


41, 127 


An  examination  of  the  above  table  shows  that  as  regards  a  high  pro- 
portion of  cooperative  banks  to  population  Basilicata  occupies  the  first 
place,  whilst  Apulia,  Abruzzi  and  Molise,  Campania,  The  Marches,  Urn- 
bria,  and  Yenetia  follow  in  the  order  in  which  they  are  named,  each  of 
these  having  a  higher  average  than  the  kingdom  as  a  whole,  and  the 
remaining  ones  falling  below  that  standard.  Glancing  at  the  columns 
on  average  amount  of  capital  to  each  institution,  we  find  that  in  each 
of  the  grand  divisions  just  named  the  average  paid-in  capital  per  bank 
is  less  than  the  average  for  the  Kingdom,  the  latter  being  830,517.  This 
indicates  that  in  these  grand  divisions  there  is  a  relatively  good  supply 
of  small  and  medium-sized  institutions  pretty  widely  distributed  among 
the  people. 

At  the  foot  of  the  list  in  the  above  table  stands  Sardinia,  and  the 
same  grand  division  also  holds  the  lowest  place  in  respect  to  the  pro- 
portion which  both  the  number  of  its  cooperative  banks  and  the  aggre- 
gate amount  of  their  capital  bear  to  the  number  of  its  inhabitants. 

Lombardy,  on  the  other  hand,  though  ranking  below  the  average  for 
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the  kingdom  in  respect  to  the  proportion  of  banks  to  population,  holds 
the  leading  place  in  respect  to  both  the  absolute  and  the  proportional 
amount  of  capital.  It  is  worthy  of  note,  however,  that  about  one-third 
of  the  total  capital  of  the  cooperative  banks  of  Lombardy  is  held  by 
one  institution,  the  Popular  Bank  of  Milan  (Banco,  Popolare  di  Milano). 
In  general,  however,  the  tendency  in  Italy  is  not  toward  increased  cen- 
tralization of  business  in  a  few  large  cooperative  banks,  but  rather  toward 
a  wider  distribution  of  small  institutions.  This  will  be  readily  seen  by 
comparing  the  column  on  number  of  institutions  in  the  first  table  with 
the  columns  on  amount  of  capital  paid  in,  etc.  Thus  it  will  be  seen  that 
while  the  number  of  institutions  was  more  than  ten  times  as  great  in 
1888  as  in  1871.  the  amount  of  capital  paid  in  was  less  than  four  times 
as  great,  the  amount  of  savings  and  other  deposits  less  than  nine  times, 
and  the  amount  of  discounted  bills,  etc.,  in  hand  less  than  seven  times, 
while  the  loans  or  advances  in  other  forms  have  for  special  reasons 
slightly  declined.  Again  it  will  be  seen  that  while  the  number  of  insti- 
tutions was  over  four  times  as  large  inl888  as  in  1881,  the  amount  of  bills 
discounted  during  the  later  year  was  not  quite  two  and  one-half  times  as 
great  as  during  the  earlier  one.  While  this  shows  that  the  growth  in  the 
business  of  the  cooperative  banks  is  far  from  being  as  rapid  as  the  growth 
in  their  number,  it  is  an  indication  of  an  increasing  breadth  of  distribution 
for  the  supply  of  local  needs,  and  seems  to  imply  that  the  function  for 
which  such  institutions  were  designed — that  of  catering  to  the  wants 
of  the  poorer  classes — is  being  increasingly  well  performed. 

RATES  OF  DISCOUNT  AND   OF  INTEREST  FOR  1888. 

The  following  table  shows  by  grand  divisions  of  the  Kingdom  ( Comparti- 
menti)  the  maximum  and  minimum  rates  of  discount  and  interest  charged 
by  the  cooperative  credit  societies  and  popular  banks,  and  the  rates  of  in- 
terest allowed  by  the  same  institutions,  at  the  close  of  the  year  1888: 


Grand  divisions. 


On  bills  of 
exchange. 


Maxi-  Mini-  Maxi-  Mini- 
mum, mum.imum.  mum. 


On  ad- 
vances. 


In  accounts  current. 


On  loans 
made  with 
security. 


Maxi-  Mini- 
mum, mum. 


On  deposits 
received. 


Maxi-  Mini- 
mum, mum. 


On  savings 
deposits. 


Maxi-  Mini 
mum.  mum 


On  interest 
bearing 
bonds.* 


Maxi-  Mini- 
mum, mum. 


Piedmont 

Liguria 

Lombardy 

Venetia 

Emilia 

Umbria 

Marches 

Tuscany 

Rome 

Abruzzi  and  Molis* 

Campania 

Apulia 

Basilicata.... 

Calabria 

Sicily 

Sardinia 


Per  ct 


Per  ct 

54 
6| 

5 

44 

5) 

6 
5i 


4k 


Per  ct 
7 
7 
64 

n 


Per  ct 
5 

t 

5 
6 
5 

4& 

5 

5 

6 

Bi 

5* 


Per  ct 

7 


10 
10 


Per  ct 
5 


5* 

si- 
te. 05 


Perct 
5 
5 
4 
5 
5 
44 
5 

44 

44 
5 

54 
6 
5 
5 


Perct 
2i 
2 

2| 

2 

2 

f 

2 

34 
3 

2 
3 

2 
24 


Per  ct 
5 
4 
5 
5 
5 
5 
6 
44 
4* 
5 
6 
5 

6i 
4* 
64 
4 


Perct 
3 
3 
3 

2* 
3 
4 
4 

? 

3* 

Si 

3 

3 

4 

3 

3* 


Per  ct 
5 

44 
5 
5 
5 
54 
6 

54 
5 


Perct 
34 
4 
3 
3 

34 
44 
4 
3| 
44 
4i 
3 
3 

3| 
44 
3 


See  note  to  first  table. 


t  This  may  be  a  misprint  for  6.50. 
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The  rates  charged  by  the  cooperative  banks,  as  shown  in  the  above 
table,  appear  high;  but,  as  we  have  seen  in  connection  with  the  people's 
banks  of  Germany,  the  expenses  of  administration  incident  to  making 
very  small  loans  for  short  periods  are  relatively  heavy  and  necessitate 
higher  rates  than  would  be  required  in  larger  transactions.  Moreover, 
here,  as  in  Germany,  the  members  of  the  banks  get  back  in  dividends  a 
portion  of  that  which  in  their  character  of  borrowers  they  pay  in  the 
form  of  interest.  With  most  of  them,  too,  the  option  no  doubt  lies 
between  borrowing  from  these  little  banks  of  their  own  and  resorting 
to  usurers,  whose  charges  would  be  very  much  higher.* 

A  report  to  the  Department  of  State,  made  by  Hon.  Mc Walter  B. 
Koyes,  United  States  consul  at  Venice,  under  date  of  September  3, 
1883,  and  published  in  No.  43  of  United  States  Consular  Reports,  con- 
tains a  tabular  statement  showing  the  rates  of  interest  allowed  and 
charged  respectively,  and  the  rates  of  discount  charged  on  notes  and 
bills  of  exchange,  by  both  the  cooperative  banks  and  the  ordinary  credit 
associations  for  the  year  1882.  From  this  statement  it  appears  that 
the  rates  charged  were  on  the  whole  somewhat  higher  and  the  rates 
allowed  somewhat  lower  in  the  popular  banks  than  in  the  other  institu- 
tions named.  This  is  probably  due  in  part  to  the  comparative  small- 
ness  of  the  transactions  in  the  former  institutions  and  partly  perhaps 
to  the  less  available  and  convenient  form  of  the  securities  furnished  to 
them  for  the  loans  they  make. 

It  will  be  interesting  to  compare  the  cooperative  banks  with  other 
classes  of  institutions  of  credit,  and  their  comparative  growth  is  illus- 
trated by  a  table  showing  their  respective  amounts  of  capital  at 
different  dates.  This  is  found  in  the  official  document  already  named 
and  is  given  in  part  below,  after  conversion  of  lire  to  dollars. 

CAPITAL   OF   VARIOUS   CLASSES   OF   INSTITUTIONS. 

The  following  statement  shows  the  amount  of  the  paid-in  capital  of 
the  banks  of  issue,  ordinary  credit  associations,  agricultural  credit  asso- 
ciations, and  insurance  companies  at  different  times,  as  compared  with 
that  of  the  cooperative  credit  associations  at  the  same  dates : 


Year. 

Coopera- 
tive credit 
societies. 

Banks  of 
issue. 

Ordinary 

credit 
societies. 

Agricul- 
tural credit 
societies. 

Insurance 
societieb. 

1872 

Dollars. 
4,  648,  405 

Dollars. 

29.  125.  823 

Dollars. 
56,  094,  485 
46,  071,  609 
43.  670.  672 

Dollars. 
794,  002 

1,  564,  458 
772,  579 
738.611 
851,  902 

Dollars. 
3,  315,  740 

1876 

1883 

6,  817,  339  1  36,  863,  000 
9,729,516  I  36.863.000 

2,  376,  023 
7,212,796 

1887                                                

15  875.  4  OH 

36,863,000      52.062.136 

5,351,  118 

1888 1  16,  593,  947 

36,  863,  000 

55,  623, 179 

5,  356,  715 

It  will  be  seen  from  the  above  figures  that  while  the  cooperative 
credit  societies  have  as  yet  a  much  smaller  capital  than  the  banks  of 

*  "Before  these  banks  had  been  introduced  a  most  usurious  rate  had  been  charged 
for  small  advances  *  *  *  30  to  60  per  cent  being  paid,  and  even  higher  rates." — 
Palgrave's  Dictionary  of  Political  Economy,  p.  110. 
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issue  or  the  ordinary  credit  societies,  they  are  steadily  and  rapidly 
growing,  while  the  others  are  comparatively  stationary.  In  connection 
with  the  comparative  insignificance  of  the  agricultural  credit  societies, 
it  should  be  noted  that  the  cooperative  credit  societies  are  to  a  very 
considerable  extent  agricultural,  though  the  official  document  from 
which  the  data  are  taken  for  the  above  tables  gives  no  figures  as  to 
the  proportion  of  farmers,  peasant  cultivators,  and  agricultural  laborers 
included  in  their  membership. 

A  comparison  between  the  cooperative  and  the  ordinary  credit  socie- 
ties shows  that  while  the  capital  of  the  latter  was  slightly  smaller  in 
1888  than  in  1872,  that  of  the  former  was  more  than  three  and  a  half 
times  as  great.  A  reference  to  other  tables  shows  that  while  the  amount 
of  the  bills,  promissory  notes,  etc.,  in  the  portfolio  of  the  ordinary  credit 
associations  at  the  close  of  1888  was  little  more  than  twice  as  great  as 
at  the  end  of  1872,  that  of  the  same  classes  of  obligations  held  by  the 
cooperative  credit  associations  was  more  than  six  and  a  half  times  as 
great  as  at  the  earlier  date  ;  and  about  the  same  disproportion  appears  if 
we  compare  the  deposits  held  at  the  same  dates  by  the  two  classes  of 
institutions. 

In  the  introduction  to  the  tables  on  money  and  credit  in  the  Statisti- 
cal Annual  (Annuario  IStatistico  Italiano)  occurs  the  following  paragraph 
on  these  two  classes  of  credit  associations : 

These  institutions  have  had  a  very  rapid  increase  in  Italy,,  especially  the  first  (the 
cooperative  credit  associations).  At  the  end  of  1866  there  were  barely  eight  popular 
banks  and  fifteen  ordinary  credit  associations.  By  the  end  of  1871  the  first  num- 
bered 64  and  the  second  55.  The  active  speculative  movement  which  occurred  in 
Italy  in  1873  carried  the  number  of  the  ordinary  credit  associations  from  101,  the 
number  in  existence  in  1872,  to  143,  but  [as  regards  the  ordinary  credit  associations] 
the  expansive  movement  was  followed  by  a  crisis,  many  societies  had  to  go  into  liqui- 
dation, and  the  societies  remaining  were  reduced  by  the  end  of  1874  to  121,  the  num- 
ber descending  year  by  year  to  115,  111,  108,  102,  and  finally,  by  the  end  of  1879,  to 
101,  from  which  point  it  took  an  upward  turn  and  rose  by  the  end  of  1888  to  161. 

On  the  other  hand,  "  the  number  of  the  cooperative  credit  societies  has 
gone  on  gradually  increasing,  rising  from  64  in  1871  to  692  at  the  end 
of  1888."  And,  in  fact,  a  glance  at  the  figures  on  the  number  of  this 
class  of  societies  presented  in  the  first  of  the  above  tables  will  show 
that  while  the  increase  was  somewhat  retarded  during  the  years  of  cri- 
sis above  referred  to,  it  was  not  entirely  arrested  for  a  single  year.  The 
smallest  increase  was  that  which  occurred  between  the  close  of  1875 
and  the  close  of  1876,  the  net  addition  during  that  year  having  been 
only  two. 

In  their  capacity  of  savings  institutions,  the  cooperative  banks  have, 
since  January  1,  1876,  had  to  compete,  not  only  with  the  ordinary  sav- 
ings banks,  but  with  the  postal  savings  system  of  the  State,  which  went 
into  effect  on  the  date  named.  On  the  31st  of  December,  1889,  there 
were  4,394  postal  savings  banks,  393  ordinary  savings  banks  (including 
174  branch  institutions),  while  of  the  ordinary  credit  associations  there 
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were  121,  and  of  the  cooperative  credit  associations,  600  which  might 
be  said  to  have  savings  departments,  since  they  received  deposits  of 
savings  upon  special  conditions  applicable  to  this  class  of  deposits 
only.  Adding  to  these  25  public  pawn  offices  (monti  di  piela),  agri- 
cultural loan  banks,  and.  other  institutions  which  receive  savings  on 
deposit,  we  get  a  total  of  5,533  as  the  number  of  savings  institutions  in 
existence  at  the  end  of  1889,  the  cooperative  banks  receiving  savings 
forming  not  quite  11  per  cent  of  the  whole.  The  amount  of  savings  in- 
cluded in  the  deposits  of  the  latter  institutions  is  not  separately  stated 
in  the  official  statistical  year  book,  the  figures  for  the  cooperative  and 
the  ordinary  credit  societies  being  merged  together.  The  following 
figures  on  this  subject  are  given  for  December  31  of  the  years  1881  and 
1889,  respectively: 


Institutions. 

1881. 

1889. 

Lire. 
714,  805,  451 
197,  586,  249 
66,  996,  865 

Dollars. 
137,  957,  452 
38, 134, 146 
12,  930,  395 

Lire. 

1, 139, 145,  875 

331,488,000 

285,  954,  332 

32,  882,  653 

Dollars. 

219,  855, 154 
63,  977, 184 
55, 189, 186 

Cooperative  and  ordinary  credit  societies.. 

6,  346,  352 

Total             

1,  789,  470,  860 

345,  367,  876 

From  these  figures  it  appears  that  during  the  eight  years  in  question 
the  amount  of  savings  on  deposit  in  the  ordinary  savings  banks  in- 
creased by  about  59.4,  those  in  the  cooperative  and  ordinary  credit 
associations  by  about  67.3  and  those  in  the  postal  savings  banks  by 
over  326.8  per  cent.  Of  the  increase  in  the  savings  deposits  held  by 
the  cooperative  and  ordinary  credit  associations,  those  of  the  former 
would  undoubtedly  show  a  larger  proportion  than  those  of  the  latter, 
since  a  comparison  between  the  total  deposits  of  the  same  two  classes 
of  institutions  shows  that  the  increase  between  1872  and  1888  was  about 
three  times  as  rapid  in  the  cooperative  as  in  the  ordinary  credit  associa- 
tions. And  while  it  is  evident  that  as  institutions  for  the  deposit  of 
savings,  the  postal  savings  banks  are  likely  to  take  the  lead  of  all  others, 
it  must  not  be  forgotten  that  the  cooperative  credit  associations  operate 
most  efficiently  as  savings  institutions  in  connection  with  the  weekly 
or  monthly  payments  received  from  their  members  on  their  shares. 

BENEFITS   TO   AGRICULTURE. 


In  a  paper  on  agricultural  credit,  read  at  the  international  agricul- 
tural congress  held  at  the  Hague,  in  October  last,  Mr.  F.  F.  s' Jacob 
remarked  that  Italy  was  as  much  favored  as  Germany  in  the  matter  of 
agricultural  credit,  and  this  he  attributed  mainly  to  the  action  of  the 
popular  banks  of  that  country.     He  said: 

Monsieur  Luzzatti,  the  present  minister  of  finance,  has  introduced  into  his  coun- 
try the  system  of  small  cooperative  share  hanks  which  receive  deposits,  grant  loans, 
and  discount  hills  solely  on  behalf  of  their  members.     *     *     *     There  are  in  Italy 
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more  than  700  cooperative  credit  societies,  possessing  a  capital  of  66,000,000  lire 
($12,738,000)  and  having  deposits  to  the  amount  of  300,000,000  lire  ($57,900,000).* 
There  is  scarcely  an  agricultural  center  of  any  importance  without  a  popular  bank 
or  a.branch  of  such  an  institution.  Their  action  is  powerfully  seconded  by  the  aid 
lent  them  by  the  saviugs  banks  in  the  great  cities,  which  have  been  developed  more 
rapidly  than  in  any  other  country.  Though  seeking  to  place  their  funds  where  they 
will  be  safe,  easily  collectible,  and  sufficiently  productive,  these  banks  make  it  an 
object  to  pour  back  into  the  economic  circulation  the  capital  collected  by  saving.  A 
part  of  it  is  invested  in  Government  bonds  and  in  provincial  and  communal  securi- 
ties, while  another  part  serves  to  support  the  small  lines  of  trade  and  agricultural 
industry  by  discounting  bills  and  notes  running  for  long  terms.  Thus  the  one  sav- 
ings bank  of  Milan,  which  has  a  capital  of  60,000,000  lire  ($11,580,000)  and  deposits 
exceeding  300,000,000  lire  ($57,900,000)  comes  to  the  aid  of  petty  trade  by  accepting 
the  paper  of  the  popular  bank  (of  the  same  city)  which  makes  loans  to  agriculture 
and  the  small  industries.  The  notes  of  this  (popular)  bank,  once  indorsed  by  the 
savings  bank,  are  readily  accepted  by  the  national  bank  of  Italy.  The  same  course 
is  pursued  in  the  rural  districts  where  agricultural  credit  and  commercial  credit 
interact  in  the  same  manner.  Thanks  to  the  rapid  extension  of  these  popular  banks, 
all  solvent  cultivators  find  similar  facilities  of  credit  to  those  enjoyed  by  the  merchants 
in  the  cities,  and  that  without  being  held  to  a  three  month's  term. 

Signor  Hector  Levi,  author  of  a  well-known  work  entitled  Manuale 
per  le  Banche  Popolari  Cooperative  Italiane,  pronounces  the  popular 
bank  better  adapted  than  any  other  institution  whatsoever  to  supply 
agriculture  with  capital  and  thus  perform  one  of  the  most  difficult 
functions  of  credit. 

Agricultural  credit,  he  points  out,  can  assume  three  distinct  forms, 
namely:  (I)  landed  credit  (credito  fondiario),  in  which  the  land  itself 
constitutes  the  security ;  (2)  real  credit  (credito  reale),  which  is  based 
upon  farm  produce,  implements,  or  other  personal  property ;  and  (3) 
personal  credit,  or  that  whose  sole  guaranty  is  the  moral  and  econom- 
ical value  of  the  borrower  and  his  sureties.  He  observes  that  in  all 
these  forms  of  credit  the  difficulties  are  numerous  and  diverse,  the  prin- 
cipal ones  being,  however,  of  two  general  classes,  namely,  economical 
and  juridical. 

The  economical  difficulties  arise  from  the  necessity  of  investing  con- 
siderable sums  of  money  and  waiting  a  long  time  for  returns,  which  are 
but  moderate  when  finally  received.  Hence  he  argues  the  necessity  of 
longer  terms  and  lower  rates  of  interest  than  are  common  in  other  in- 
dustries j  and  these  advantages  are  in  Italy  difficult  of  attainment,  for 
various  reasons,  among  which  he  mentions  the  isolation  of  the  farmer, 
his  scanty  business  relations  with  those  engaged  in  other  pursuits  and 
his  consequent  lack  of  acquaintance  with  those  who  could  aid  him  with 
credit.  He  adds  that  the  low  grade  of  intellectual  culture  among  the 
Italian  peasants  and  their  lack  of  any  notion  of  economy  and  manage- 
ment render  capitalists  afraid  to  intrust  their  money  to  persons  whom 
they  consider  poorly  fitted  to  employ  it  wisely  and  to  fulfill  the  obliga- 
tions they  assume. 

To  overcome  these  difficulties  lie  deems  it  necessary  that  agriculture 
be  brought  into  closer  relations  with  commerce,  so  that  the  loans  which 

*  See  page  S9  for  correct  figures  down  to  188d. 
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in  agriculture  are  needed  for  a  comparatively  long  period  may  be  offset 
by  the  shorter  ones  usual  in  commerce,  and  also  that  there  may  be  a 
convenient  alternation  in  the  times  of  making  and  withdrawing  de- 
posits ;  his  idea  being  that  the  times  at  which  capital  is  most  needed 
differ  in  the  different  industries,  and  that  one  industry  can  aid  another 
by  the  fact  of  having  a  surplus  of  funds  at  the  time  when  the  other  suf- 
fers a  deficiency.*  Finally,  he  argues  that  proper  legislative  reforms 
must  open  a  way  for  the  farmer  to  offer  as  security  the  produce  of  his 
land  with  as  much  facility  as  the  merchant  enjoys  in  borrowing  on  his 
goods  or  his  securities. 

These  legislative  reforms  have  beeu  at  least  in  part  effected  by  the 
enactment  of  the  law  of  January  23,  1887,  upon  which  agricultural 
credit  in  Italy  now  rests,  and  it  may  prove  that  the  juridical  difficulties 
mentioned  by  Signor  Levi,  and  which  he  proceeds  to  discuss  at  some 
length,  are,  for  the  most  part,  removed  by  the  same  measure,  whose 
principal  provisions  are  thus  stated  in  the  paper  by  F.  F.  s'Jacob,  from 
which  an  extract  has  already  been  given: 

Constitution  of  a  special  privilege  upon  the  agricultural  capital  of  the  proprietors 
and  tenant  farmers  (crops,  implements,  live  stock,  etc.)  as  a  guarantee  for  the  loans 
granted  by  societies  of  agricultural  credit. 

Reduction  of  the  privilege  of  the  proprietor  ;  t  assignment  in  full  right  of  indemni- 
ties due  for  insurance. 

Limitation  by  the  Government  of  the  maximum  rate  of  interest. 

Regulation  of  mortgage  loans  granted  for  the  purpose  of  improving  land  and  for 
the  transformation  of  cultures.  J 

Reduction  of  registration  fees. 

In  spite  of  the  defects  in  the  laws  on  agricultural  credit  existing 
when  Levi  wrote,  he  was  able  to  point  out  that  the  popular  banks  had 
rendered  valuable  service  to  the  agricultural  class.  Many  of  these  in- 
stitutions, he  says,  have  known  how  "to  reserve  for  the  benefit  of  the 
country  the  deposits  gathered  in  the  cities."  The  banks  of  Lodi,  Ber- 
gamo, and  Cremona,  in  Lombardy,  are  especially  mentioned  as  having 
found  the  means  of  creating  agricultural  credit,  and  thus  "reproducing 
the  phenomenon  to  which  Carlo  Cattaneo  has  called  attention"  in 
showing  how  "  in  the  middle  ages,  the  manufacturers  of  Lombardy, 
after  having  enriched  themselves  by  commerce,  poured  out  for  the  ad- 
vantage of  the  rural  districts  the  treasures  collected  within  the  circle 
of  the  city  walls." 


#  The  same  point  has  been  emphasized  by  Signor  Luzzatti  ;  and  M.  Le'on  Say,  in 
his  study  on  the  baDks  of  upper  Italy,  declares  it  to  be  an  essential  condition  of  ag- 
ricultural credit  that  the  institution  which  grants  it  have  a  due  proportion  of  the 
mercantile  and  manufacturing  class  among  its  customers. 

tThe  prior  right  of  the  landlord  as  against  the  goods  and  chattels  (including  the 
farm  produce)  of  his  tenant,  has  been  one  of  the  chief  difficulties  iu  the  way  of  a 
safe  extension  of  credit  to  tenant  farmers  for  capital  needed  in  the  prosecution  of 
their  industry. 

t  This  doubtless  refers  to  quite  material  changes,  such  as  the  conversion  of  tilled 
land  to  vineyards,  olive  yards,  etc. 
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After  referring  to  the  unsatisfactory  working  of  certain  institutions 
of  agricultural  credit  established  under  a  special  law  enacted  in  1869, 
he  remarks  that  "  the  popular  banks  have  sought  every  means  of  aid- 
ing the  agriculturists,"  and  that  their  founders  have  never  doubted 
their  fitness  to  perform  the  function  of  agricultural  banks.     He  says  : 

*  *  *  Organized  in  such  a  manner  as  to  be  able  to  adapt  themselves  to  every 
necessity  of  place  and  time,  scattered  throughout  the  rural  districts,  but  leagued 
together  and  also  allied  with  their  greater  sisters,  or  with  branches  of  banks  which 
have  their  chief  offices  in  the  cities,  the  popular  banks  are  in  daily  contact  with  the 
agriculturists;  enhancing  their  moral  value  by  enrolling  them  as  members,  affording 
them  the  means  of  mental  culture  in  the  general  assemblies  of  the  members,  in  the 
administrative  councils  and  in  the  discouut  committees,  they  adapt  themselves  read- 
ily to  all  their  needs,  collect  money  where  it  is  relatively  abundant  and  distribute  it 
where  the  need  of  it  is  relatively  great,  and  give  to  the  associated  peasants  that 
moral  value  which  places  them  in  a  position  to  obtain  abundant  credit  upon  favor- 
able terms.  The  experience  of  twenty  years  has  shown  the  fitness  of  the  popular 
banks  to  aid  every  class  of  honest  and  industrious  laborers;  and  the  facts  brought 
to  light  at  the  congress  of  Padua  bore  witness  to  the  advantage  which  these  insti- 
tutions brought  to  agriculture.     *     *     * 

What  the  popular  Italian  banks  have  done  and  are  doing  for  agriculture  is  proved 
by  the  44,431  agriculturists*  (of  whom  9,173  were  farmers  on  a  large  scale,  30,604 
small  cultivators,  and  4,654  peasants),  who,  on  the  31st  of  December,  1833,  were  en- 
rolled in  208  popular  banks  ;  and  it  is  also  attested  by  the  many  facts  narrated  in  the 
proceedings  of  the  congresses  of  the  institutions  of  popular  credit  and  presented  in  the 
annual  statistics.  The  banks  of  Cremona,  Lodi,  Lonigo,  Padua,  aud  Vicenza,  to  say 
nothing  of  many  others,  have  sought,  and  almost  always  successfully,  to  aid  agri- 
culture freely,  whether  through  the  ordinary  operations  of  credit  with  money  loaned 
in  account  current  (cash  credit),  or  by  bringing  about  special  agreements  with  agri- 
cultural assemblies  and  other  moral  bodies.  The  branches  have  served  extremely 
well  in  this  work,  since  it  was  through  them  that  many  banks  having  their  principal 
offices  in  the  larger  centers  (as  for  instance  at  Cremona  and  Lodi)  were  able  to  bring 
themselves  within  reach  of  the  agriculturists  and  distribute  on  credit  in  the  rural 
districts  the  deposits  gathered  in  the  cities.  It  would  be  proper  to  study  also  from 
this  point  of  view  what  may  be  the  best  organization  to  give  to  the  branches;  that 
is,  whether  to  give  preference  to  the  local  committees  constituted  by  a  few  persons 
who,  for  a  compensation  derived  from  the  difference  between  the  interest  received 
from  the  borrower  and  that  paid  to  the  bank,  become  jointly  and  severally  responsi- 
ble to  the  bank  for  the  credit  given,  or  whether  our  conditions  would  be  better  an- 
swered by  branches  strictly  organized,  such  as  those  of  the  bank  of  Cremona. 

Without  entering  into  this  inquiry,  Signor  Levi  expresses  his  opinion 
that  the  branches  are  preferable  to  the  local  committees ;  but  elsewhere 
he  urges  that  branches  should,  as  soon  as  possible,  be  made  independ- 
ent societies. 

Proceeding  to  consider  some  of  the  practical  problems  which  the 
banks  have  to  deal  within  their  efforts  to  accommodate  agriculturists 
with  credit  for  terms  of  sufficient  length  to  answer  their  purpose,  he 
cites  Signor  Luzzatti,  the  present  minister  of  finance,  who,  in  a  report 
on  the  condition  of  popular  credit  in  Italy,  written  as  long  ago  as  De- 
cember 30,  1879,  called  attention  to  the  awkward  plight  in  which  a 

*The  same  proportion  would  give  over  150,000  for  the  popular  banks  now  in  ex- 
istence. 
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bank  might  be  placed  if  it  had  in  its  portfolio  nothing  but  the  notes  of 
farmers  running  for  long  periods  and  difficult  to  get  redisconnted ;  and, 
who  then  laid  down  the  rule  that  an  institution  dealing  largely  in  ac- 
counts current  should  so  constitute  its  portfolio  as  to  be  able  to  return 
without  delay  and  without  too  great  a  sacrifice,  the  deposits  intrusted 
to  it. 

Signor  Levi  objects  to  the  plan  adopted  by  some  of  the  German  agri- 
cultural banks  (probably  meaning  those  of  the  Baiffeisen  type)  of  giv- 
ing notice  to  debtors  who  are  counting  upon  the  renewal  of  their  loans 
at  maturity,  that,  owing  to  a  need  of  curtailing  their  credits  or  provid- 
ing themselves  with  funds,  they  will  not  grant  such  renewals  for  more 
than  one-half  of  the  sum  due ;  and  he  points  out  the  embarrassment 
and  loss  to  which  this  system  may  expose  a  farmer  who,  on  the  expec- 
tation of  the  usual  renewals,  has  invested  the  borrowed  funds  in  per- 
manent improvements  for  whose  pecuniary  returns  he  must  wait  for 
many  years. 

He  considers  it  necessary  to  seek  certain  forms  of  deposit  by  whose 
means  the  capital  loaned  may  be  left  at  interest  for  a  period  corre- 
sponding to  that  required  by  the  operations  for  which  the  credit  is  ob- 
tained. One  of  these  forms  is  the  bond  of  the  treasury  of  agriculture, 
which  on  the  initiative  of  Luzzatti,  was  first  adopted  by  the  popular 
banks  of  the  province  of  Treviso,  in  Venetia,  united  in  a  provincial 
group. 

The  agriculturists  connected  with  these  banks  apply  to  their  respective  associa- 
tions, set  forth  the  quality  of  the  land  which  they  cultivate,  with  the  nature  of  the 
improvements  which  they  wish  to  introduce,  and  state  what  bondsmen  or  securities 
they  have  to  offer,  and  the  time  for  which  they  desire  the  loan.  All  these  points 
are  investigated  by  experts  known  as  the  probi  viri  of  agriculture,  and  if  the  appli- 
cation is  found  to  be  justified  by  the  facts,  the  credit  desired  is  granted  as  soon  as 
the  bond  corresponding  thereto  has  been  disposed  of. 

The  aggregate  sums  of  such  credits  represent  the  amount  of  the 
bonds  of  the  treasury  of  agriculture  issued,  each  bond  being  guaran- 
teed by  the  notes  of  the  agriculturalist  to  whom  the  credit  is  given,  by 
his  securities  and  by  the  obligations  of  the  bank  which  issues  it  (this 
being  the  bank  to  which  the  borrower  belongs). 

Interest-bearing  bonds  with  a  fixed  date  of  maturity  were  recognized 
by  the  law  of  April  7,  1881,  for  the  resumption  of  specie  payments  and 
were  subjected  to  a  light  tax;  and  Signor  Levi  expresses  the  opinion 
that,  with  this  recognition,  they  are  admirably  adapted  to  the  object  in 
view.  The  interest-bearing  bonds  issued  by  the  popular  banks  in 
amounts  equivalent  to  deposits  received  on  long  time  can,  in  his  opin- 
ion, supply  sufficient  capital  to  allow  abundant  credit  at  a  low  rate  of 
interest.  He,  however,  regards  it  as  necessary  that  the  larger  institu- 
tions cooperate  with  the  popular  banks  in  this  work  (i.  e.,  by  taking 
such  bonds),  since  they  can  intrust  to  the  modest  popular  banks  of  the 
rural  districts  a  part  of  the  large  sums  which  they  gather  in  the  cities 
and  which  they  are  accustomed  to  invest  in  stock  exchange  securities 
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and  in  government  bonds.  "The  larger  popular  banks,"  he  says,  "and 
the  stronger  of  the  savings  banks  should  join  in  this  fruitful  work  with 
some  of  the  larger  institutions  of  credit." 

In  the  course  of  a  discussion  on  the  juridical  difficulties  that,  when 
he  wrote,  hampered  the  banks  in  their  efforts  to  extend  credit  to  agri- 
culturists, Signor  Levi  alluded,  among  others,  to  that  which  arose  from 
a  provision  of  the  civil  code  to  the  effect  that  an  object  of  value  can  not 
serve  as  a  pledge  for  a  debt  without  actual  transfer  to  the  hands  of  the 
creditor.  He  shows,  however,  that  special  local  conditions  and  customs 
have  aided  some  of  the  banks  in  surmounting  this  obstacle. 

Thus  [he  says]  the  popular  hank  of  Bergamo  has  often  heen  ahle  to  give  credit  to 
the  agriculturists  while  leaving  the  pledge  iu  the  hands  of  the  debtor,  trusting  to  his 
honesty  or  to  the  indorsement  of  another  member,  who  assures  himself  of  the  exist- 
ence of  the  goods,  guarantees  their  custody,  and  becomes  responsible  for  the  integral 
payment  to  the  bank  in  case  the  principal  debtor  should  fail.  The  credit  given  in 
such  a  manner  is,  in  truth,  rather  personal  than  real;*  but  the  certainty  that  the 
goods  exist,  although  in  the  hands  of  the  debtor,  gives  a  certain  confidence  to  the 
bank  and  inclines  it  to  grant  a  loan  which  it  perhaps  would  not  have  granted  upon 
personal  indorsement  alone.  The  bank  of  Bergamo  has  also  made  advances  on  pledge 
of  goods  deposited  in  the  hands  of  a  third  person,  and  especially  on  pledge  of  cocoons 
consigned  for  reeling  and  spinning  to  a  manufacturer,  who  assumes  a  guaranty  for 
the  goods  received  to  he  worked,  and  binds  himself  not  to  permit  them  to  go  out  of 
his  hands  until  the  owner  of  the  cocoons  shall  have  repaid  the  hank  the  sum  loaned 
to  him. 

Another  mode  of  furnishing  credit  to  agriculturists  upon  material  guaranty 
(garanzia  reale)  is  the  discounting  of  rent  dues.  This  form  has  given  good  results  in 
some  institutions  which  have  tried  it,  and  we  think  it  susceptible  of  being  greatly 
diffused  and  of  affording  no  small  advantages  to  the  class  of  small  proprietors.  It 
not  seldom  happens  that  the  small  proprietor  cultivates  a  part  of  his  land  and  rents 
out  the  remainder.  In  such  cases  the  rent  will  probably  become  due  at  harvest  time, 
or  just  when  the  tenant  has  been  able  to  secure  by  the  sale  of  his  products  the  money 
to  pay  the  landlord.  And  on  the  other  side  the  small  proprietor  gets  his  rent  pre- 
cisely at  the  time  at  which  he  has  least  need  of  circulating  capital,  because  his 
season's  work  is  almost  completed  and  the  product  of  that  part  of  his  land  which  he 
has  cultivated  himself  is  then  sold.  Thus  the  date  of  the  rent  payment  arrives  at  the 
most  favorable  moment  for  the  tenant  and  falls  at  that  least  suited  to  the  convenience 
of  the  landlord.  The  bank,  by  discounting  the  rent  claim  some  months  before  it 
becomes  due,  gives  to  the  proprietor  the  money  in  the  season  in  which  he  has  most 
need  of  it  without  disturbing  the  economic  equilibrium  of  the  tenant. 

Some  of  the  other  operations  of  credit  discussed  by  Signor  Levi  were 
intended  to  combat  difficulties  which  the  law  of  1887,  above  referred  to, 
has  probably  in  great  part  removed. 

GROUPS  OF  POPULAR  BANKS  AND  PROMINENT  INDIVIDUAL  BANKS. 

The  facts  under  this  caption  are  obtained  from  M.  Courtois's  Banques 
Populaires ;  and  while  the  text  is  not  adhered  to  so  closely  as  quite 
to  justify  the  use  of  quotation  marks,  most  of  the  language  used  differs 
from  that  of  the  author  named  only  to  the  extent  involved  in  making  a 
somewhat  free  translation. 

*  By  "  real"  is  meant  based  on  material  security. 
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The  federation  of  Italian  popular  banks  founded  by  Signor  Luigi 
Luzzatti  and  his  worthy  lieutenant,  Signor  Pietro  Manfredi,  has  held 
various  congresses  which  have  greatly  contributed  to  regulate  and  unify 
the  administrative  conditions  of  these  institutions,  as  well  as  to  pro- 
mote their  extension.  Up  to  1888,  inclusive,  there  had  been  five  such 
congresses,  exclusive  of  a  provincial  one  held  at  Teramo  in  the  Abruzzi 
in  June,  1888.  The  first  was  held  at  Milan,  in  April,  1877  ;  the  second 
at  Padua,  in  December,  1878;  the  third  at  Bologna,  in  October,  1880; 
the  fourth  at  Florence,  in  May,  1882,  and  the  fifth  at  Bari,  in  October, 
1883. 

The  third  congress,  upon  the  motion  of  Signor  Gaetano  Schiratti, 
recommended  the  organization  of  the  Italian  banks  into  groups,  each 
group  to  obtain  civil  personality.  The  first  group  so  formed  was  that 
of  Trevigiano  (province  of  Treviso).  Although  Treviso  is  the  chief 
town  of  the  province  in  which  the  banks  of  this  group  are  located,  it 
has  itself  no  popular  bank.  This  group  won  a  gold  medal  at  the  uni- 
versal exposition  of  1889,  not  only  as  having  been  the  first  group  organ- 
ized, but  also  for  the  progressive  advance  which  it  had  made,  especially 
between  1883  and  1888.  During  that  short  period  the  ten  little  banks 
of  which  it  is  composed,  whose  aggregate  capital  is  only  811,000  lire* 
to  a  total  of  12,000  members,  saw  the  different  items  of  their  financial 
accounts  increase  their  amounts  by  from  25  to  33  per  cent. 

The  other  groups  formed  up  to  the  latest  date  to  which  M.  Courtois 
had  information  when  he  wrote  (say  in  1889),  were  those  of  the  Abruzzi, 
Emilia,  The  Marches,  and  Komagna. 

The  group  of  The  Marches  includes,  among  others,  two  banks  which 
deserve  special  mention,  namely  : 

(1)  The  popular  bank  of  Pesara  (Banca  Popolare  Pesarese),  which  had 
the  honor  of  forming  the  group  of  the  Marches  and  the  amount  of  whose 
annual  business  increased  from  500,000  lire  in  1875  to  21,500,000  lire, 
$4,149,500,  in  1888. 

(2)  The  little  bank  of  the  petty  republic  of  San  Marino  (Banca  Mutua 
Popolare  Sammarinese),  which  dates  back  only  to  1882,  and  which  with  a 
capital  of  only  40,000  lire,  divided  into  shares  of  20  lire  each,  held  by 
some  1,000  members,  t  transacted  in  1888  a  business  amounting  to  more 
than  12,000,000  lire  (82,316,000). 

Outside  of  these  five  groups,  which  do  not  comprise  all  of  the  popular 
Danks,  there  are  three  institutions  of  credit  which  can  not  without  in- 
justice be  passed  in  silence.  First,  there  is  the  little  bank  of  Pavia 
(Banca  Operaia  di  Mutuo  Credito  di  Pa  via),  founded  in  1874,  but  only  in 
operation  since  1883,  which  has  made  an  excellent  beginning.  From 
the  outset  it  has  shown  much  activity,  having  established  a  branch  at 

*  The  value  of  the  lira,  like  that  of  the  French  franc,  is  19.3  cents. 

+  A  capital  of  40,000  lire,  divided  into  shares  of  20  lire  each,  if  entirely  paid  up,  would 
require  2,000  members,  hut  it  may  be  that  40,000  lire  is  simply  the  authorized  maxi- 
mum. 
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Yillanterio,  and  more  recently  a  cooperative  store.  Next  in  order  conies 
a  bank  which  is  relatively  small  as  regards  the  amount  of  its  capital 
(the  latter  amounting  to  only  200,000  lire),  but  which  has  had  a  rapid 
development,  and  that  without  impairment  of  its  popular  character, 
since  it  has  grown  through  the  diffusion  of  its  operations.  This  is  the 
cooperative  bank  of  Padua,  which  out  of  loans  and  discounts  amount- 
ing in  twenty- two  years  to  190,000,000  lire  has  granted  more  than  one- 
half  to  small  agriculturists  or  (small)  manufacturers,  to  peasants  or  to 
workingmen.  The  shares  subscribed  (which  are  50  lire  each)  have  in- 
creased from  1,154  to  21,961,  and  the  members  from  712  to  4,424.  The 
reserve  funds,  ordinary  and  extraordinary,  exceed  half  a  million.  But 
in  the  extent  of  the  business  done  the  advance  made  has  been  still  more 
striking.  The  deposits  in  account  current  increased  in  the  twenty-two 
years  from  133,556  to  6,262,362  lire.  The  loans,  discounts,  and  advances 
granted  during  the  same  period  of  twenty-two  years  have  amounted  to 
202,217,641  lire.  The  president  of  this  institution  is  Signor  Maso,  of 
Trieste. 

The  third — and  that  which  takes  the  palm  in  respect  to  importance — 
is  the  popular  bank  of  Milan  (Banca  Popolare  di  Milano),  the  second 
in  date  of  origin  among  the  popular  banks  of  Italy.  At  the  end  of  1888 
this  institution  had  a  capital  of  8,192,700  lire,  wholly  paid  in,  held  by 
15,930  members  in  shares  of  50  lire  each,  or  an  average  of  10.3  shares 
per  member.  If  to  the  share  capital,  as  above  given,  we  add  the  re- 
serve, amounting  to  4,096,350  lire,  we  get  a  total  business  capital  of 
12,289,050  lire  ($2,371,787)  belonging  to  the  institution  itself.  The 
ordinary  deposits  amounted  (at  the  close  of  1888  ?)  to  17,263,071  lire 
and  the  savings  deposits  to  36,908,469  lire,  making  the  total  amount  of 
the  deposits  54,171,540  lire  ($10,455,107),  or  more  than  four  times  the 
amount  of  the  capital  owned  by  the  bank.  The  loans  and  discounts  in 
1888  amounted  to  156,975,640  lire  ($30,296,299),  the  average  amount 
to  each  transaction  being  910.28  lire  ($175.68).  M.  Courtois  points  out 
that  while  this  average  shows  that  the  business  of  this  institution  is 
widely  distributed  as  compared  with  that  of  the  ordinary  banks,  it  is 
considerably  larger  than  the  average  of  some  years  ago.  It  is  true  that  in 
1874  the  average  was  still  larger,  amounting  to  1,460  lire,  but  in  1867 
it  had  been  only  454  lire,  and  for  a  decade  (following  1874)  it  had  tended 
to  fall  off.  In  1885  it  amounted  to  689.56  lire,  and  each  year  since  has 
shown  a  progressive  increase.  Taking  the  magnitude  of  the  average 
of  the  number  of  shares  of  capital  held  by  each  member,*  M.  Courtois 
is  led  to  regard  this  bank,  with  its  capital  of  over  12,000,000  lire 
($2,316,000),  as  a  rather  aristocratic  institution  compared  with  other 
banks  of  its  class.  He  remarks  that  the  German  people's  banks  present 
no  example  of  such  exceptionally  large  figures,  the  largest  of  them — 
that  of  Leipsic— having  a  capital  of  only  3,750,000  marks,  or  not  quite 

*  This  average  of  10.3  shares  per  member  is,  after  all,  not  quite  $1 00  per  member. 
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4,630,000  lire.  The  people's  bank  of  Milan  has,  however,  these  essential 
features  of  a  true  people's  bank  :  (1)  that  the  shares  are  issued  to  the 
members  by  name  and  are  not  transferable  without  the  consent  of  the 
administrative  council ;  and  (2)  that,  except  in  receiving  deposits  and 
borrowing  money,  the  bank  does  no  business  except  with  its  own  mem- 
bers. M.  Courtois  also  commends  it  for  practicing  the  issue  of  savings 
bank  pass-books  "  to  bearer."  He  does  not  know  "  whether  it  has  had 
predecessors  in  this  useful  innovation."*  This  bank,  he  says,  is  admir- 
ably managed,  the  credit  for  which  he  ascribes  to  its  president,  Signor 
L.  Pedroni ;  its  director,  Signor  G.  Silvestri,  and  its  secretary,  Signor 
Felice  Mangili. 

THE   WOLLEMBORG  RURAL  BANKS. 

M.  Courtois  (to  whom  the  same  acknowledgment  must  be  made  under 
this  head  as  under  the  preceding  one)  observes  that  if  Italy  has  her 
Schulze  (meaning  Luzzatti)  she  has  also  her  Eaiffeisen,  in  the  person  of 
Signor  Leone  Wollemborg.  Less  concerned  than  Eaiffeisen  with  con- 
siderations of  a  religious  character,  leaving  spiritual  interests  aside  in 
order  to  devote  himself  exclusively  to  those  of  a  temporal  character,  he 
has  succeeded  in  creating  rural  banks  which  render  important  services 
and  which  thus  far  have  been  uniformly  successful.  As  in  the  Eaif- 
feisen unions,  territorial  limitation  is  an  imperative  rule.  To  bring  to- 
gether the  inhabitants  of  a  given  neighborhood,  rich  or  poor,  to  unite 
them  in  a  society  with  unlimited  liability,  to  form  no  share  capital,  but 
contract  loans  on  the  security  furnished  by  the  unlimited  liability  of  all 
the  members,  and  then,  out  of  the  capital  so  borrowed,  to  grant  ad- 
vances understood  to  be  repayable  at  the  end  of  from  one  to  live  years — 
sometimes  more — but  on  notes  drawn  for  a  period  of  three  months, 
though  renewable  at  need  up  to  the  expiration  of  the  period  agreed 
upon — such  are  the  general  outlines  of  the  composition  and  business 
methods  of  the  Italian  rural  banks.  The  founder  of  these  banks  was 
careful  to  keep  them  free  from  any  political  or  ecclesiastical  idea,  and 
with  equal  determination  he  rejected  all  public  subsidies,  whether  na- 
tional or  municipal.  Agreeing  with  the  original  idea  of  Eaiffeisen  as 
to  the  undesirableness  of  a  share  capital,  he  was  more  fortunate  than  the 
founder  of  the  German  rural  banks  in  that  the  Italian  code  of  1S82  per- 
mitted the  existence  of  societies  conforming  to  his  view  in  this  particular, 
and  in  which  there  was  consequently  no  payment  of  dividends. 

The  advantage  of  the  association  to  the  memher  [says  Courtois]  is  in  his  right  to 
the  services  (operations)  of  the  society.     The  cooperative  credit  associations,  as  we 

*  A  delegate  to  the  cooperative  congress  at  Carlsrnhe,  Germany,  in  1885 — Dr. 
Glackmeyer,  of  Hanover — called  attention  to  the  difficulty  occasioned  by  the  neces- 
sity of  identiticatiou  in  the  case  of  depositors  in  the  savings  departments  of  the 
people's  hanks,  and  stated  that  this  difficulty  did  not  exist  in  the  communal  savings 
hanks.  It  would  seem,  therefore,  that  these  institutions  were  at  that  time  practi- 
cally making  savings  deposits  payable  to  the  hearer  of  the  deposit  hook  in  which 
they  were  entered. 
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read  in  the  works  of  Signor  Wolleinborg,  "are  neither  commercial  banks  on  the  one 
side,  nor  charitable  institutions  on  the  other.  They  should  neither  make  any  profit 
on  the  services  which  they  render  nor  yet  render  them  gratuitously.  In  short,  they 
are  mutual."*  As  in  South  Germany,  the  general  expenses  are  very  limited — almost 
nothing — municipal  premises  and  the  voluntary  services  of  members  being  turned  to 
account  and  the  administrative  mechanism  being  moreover  reduced  to  its  simplest 
form.  The  administrative  functions  are  gratuitous  except  those  of  the  accountant- 
cashier,  who  receives  an  annual  stipend  of  50  or  at  the  most  100  lire  ($10  to  $20). 

The  environment  in  which  the  rural  banks  operate  renders  such  close  economies 
practicable.  Yet  this  (their  extreme  modesty  in  such  matters)  does  not  prevent  the 
great  institutions  of  credit,  the  Tuscan  National  Bank,  the  National  Bank  of  Italy, 
from  granting  them  advances  on  the  most  moderate  terms — only  one-half  of  1  per 
cent  above  the  official  rate  of  discount,  and  this  upon  their  simple  signature,  thanks 
to  the  principle  of  unlimited  liability — that  backbone  of  association  (more  properly 
of  associative  credit),  as  Signor  Wollemborg  picturesquely  terms  it.  These  modest 
ways  have  won  for  them  the  confidence  of  the  peasants,  mistrustful  as  they  are  as  a 
class. 

In  order  to  achieve  success,  M.  Wollemborg  had  to  appeal  to  the  good  will  of  all  sorts 
of  people,  not  rejecting  any  useful  cooperation.  In  accordance  with  this  policy,  the 
mayor,  the  schoolmaster,  the  doctor,  and  even  the  priest,  as  being  the  best  educated, 
have  been  welcomed  and  even  sought  after  by  him  without  his  having  occasion  to  fear 
that  his  creation  would  incur  th6  epithet  of"  confessional"— an  epithet,  by  the  way, 
which  Raiffeisen  aspired  to  on  behalf  of  the  societies  created  by  him.  The  rural 
banks  of  Italy  pursue  only  an  economic  aim.  The  members  enter  with  none  other 
than  a  financial  object,  namely  :  To  obtain  the  means  of  buying  a  cow,  agricultural 
implements,  seeds,  or  manure.     This  is  their  reason  for  joining  a  rural  bank. 

After  criticizing  the  system  of  organizing  these  institutions  without 
capital,!  M.  Courtois  says: 

The  devotion  and  the  talent  of  Signor  Wollemborg,  combined  with  favorable  (or 
rather  with  exemption  from  unfavorable)  circumstances,  have  been  able  to  secure  the 
development  and  prosperity  of  these  rural  banks;  but  for  all  that  they  are  phenom- 
ena in  whose  perpetuity  we  can  not  place  confidence. 

Taking  the  facts  as  they  stand,  let  us  say  that  these  institutions,  which  numbered 
27  at  the  close  of  1887,  must  now  [in  1889]  exceed  40.  They  are  united  into  a 
syndicate  and  form  a  federation  analogous  to  that  of  the  popular  banks.  The  first  of 
them  was  established  in  June,  1883,  at  Loreggia,  near  Padua.  Six  others  were  organ- 
ized in  1884,  eight  in  1885,  nine  in  1886,  and  finally  three  in  1887.  The  population  of 
the  districts  in  which  they  operate  varies  from  317  to  5,000  inhabitants,  the  average 
being  1,874.  The  aggregate  number  of  their  members  at  the  end  of  1887  was  2,235. 
At  the  same  date  the  advances  amounted  to  410,721  lire,  the  deposits  to  107,340  lire, 
the  loans  (that  is  the  amounts  borrowed)  to  320,737  lire,  the  loans  and  deposits 
together  (the  total  amount  of  money  belonging  to.  others  held  by  the  banks)  to 
428,077  lire. 

*In  actual  operation  they  are  not  strictly  mutual,  unless  the  money  borrowed  on 
advantageous  terms  through  the  pledging  of  members'  property  is  loaned  to  the  mem- 
bers in  amounts  proportioned  to  their  respective  contributions  to  the  corporate  credit. 
Justice  requires,  however,  that  the  moral  contributions,  as  well  as  the  material  ones, 
be  considered. 

t  With  a  basis  of  unlimited  liability,  these  banks  are  only  without  capital  in  the 
sense  which  concerns  creditors,  in  case  the  members  are  in  that  condition,  since  all 
property  of  each  member  is  liable  for  the  debts  of  the  bank. 
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M.  Courtois  observes,  apropos  to  the  smallness  of  these  figures,  that 
they  concern  loans  for  long  terms  and  not  loans  for  three  months.  What 
he  said  in  writing  on  this  point  in  connection  with  the  German  Raiffeisen 
associations  would  apply  here,  namely,  that  to  make  a  comparison  with 
the  figures  on  advances  made  by  the  Schulze  Delitzsch  credit  unions 
(for  example)  it  would  be  necessary  to  reduce  all  advances  to  their 
equivalents  on  a  one-year  basis. 


RURAL  COOPERATIVE  BANKS  IN  RUSSIA. 

In  a  monograph  entitled,  aThe  Artels  and  the  Cooperative  Movement 
in  Russia,"  by  W.  Louguinine,  is  found  an  interesting  account  of  a  form 
of  cooperation  which  has  apparently  proved  well  adapted  to  the  needs 
of  the  smaller  class  of  cultivating  land  owners  and  the  more  thrifty 
agricultural  laborers  of  that  country,  namely  the  cooperative  banks 
modeled  in  great  part  after  the  German  peoples'  banks  already  described. 
The  emancipation  of  the  serfs  and  the  measures  adopted  by  the  Russian 
Government  to  promote  their  subsequent  acquisition  of  land,  created 
a  large  body  of  small  agriculturists  having  an  insufficient  amount  of  capi- 
tal for  the  advantageous  cultivation  of  the  land  obtained  by  them  and  for 
which  they  were  gradually  paying,  partly  out  of  its  produce  and  partly 
out  of  their  earnings  by  their  labor  for  larger  proprietors.  In  the  case 
of  loans  on  personal  security  the  rates  of  interest  exacted  by  the  village 
usurers  ran  as  high  as  60  to  100  per  cent  per  annum,  and  there  was 
consequently  a  great  need  for  institutions  which  in  cases  where  money 
was  temporarily  required  for  productive  uses,  or  to  tide  over  excep- 
tional difficulties,  could  supply  it  to  trustworthy  persons  upon  reason- 
able terms;  and  as  cooperation  in  certain  primitive  forms  had  already 
existed  for  centuries  in  Russia  and  had  demonstrated  the  existence  of 
the  spirit  of  association  in  that  country  among  both  the  peasants 
and  the  laborers  of  the  towns  and  cities,  it  is  not  surprising  that  relief 
should  have  been  sought  in  this  direction. 

The  introduction  of  the  system  of  cooperative  banking  was  primarily 
due  to  a  young  proprietor  of  the  province  of  Kostroma,  Mr.  Sviatoslaw 
Louguinine,  who  studied  with  Schultze-Delitsch  the  workings  of  the 
system  established  in  Germany  under  the  guidance  of  that  enlightened 
philanthropist,  and  on  returning  to  his  estate  resolved  to  start  an  in- 
stitution upon  the  same  general  plan,  with  such  modifications  as  were 
suggested  by  difference  in  the  local  circumstances.  Organizing  a  soci- 
ety, consisting  at  the  outset  of  21  members,  including  the  priests  of  the 
churches  at  the  village  of  Ragestwenskoe,  the  employes  connected  with 
the  management  of  his  own  estate,  and  a  few  of  the  better  class  of 
peasants,  he  lent  it  the  small  sum  of  1,000  rubles*  with  which  to  make 
a  beginning.  This  was  in  1864.  But  as  cooperative  banking  was  then 
an  entirely  new  thing  in  Russia,  it  was  necessary  to  send  the  rules  and 
regulati  >nsof  this  society  to  the  Imperial  Council  at  St.  Petersburg,  and 

*  The  value  of  the  paper  ruble — the  one  in  actual  circulation — varies  with  the 
price  of  silver  and  other  circumstances.     On  January  1,  1892,  it  was  55.3  cents. 

105 


106  COOPERATIVE    CREDIT   ASSOCIATIONS. 

so  long  a  time  elapsed  before  the  necessary  approval  was  received  that 
the  bank  did  not  begin  operations  until  July,  1866.  By  this  time  its 
founder  was  dead,  but  the  necessary  direction  for  the  new  institution 
was  not  wanting.  It  remained  for  five  years  under  the  control  of  the 
men  who  had  advanced  it  the  capital  for  its  initial  operations,  this  con- 
trol being  gradually  withdrawn  as  the  members  of  the  society  became 
familiar  with  the  mechanism  and  working  of  the  bank.  In  1886.  twenty 
years  after  it  began  business,  the  society  had  300  members,  audits  trans- 
actions amounted  to  about  $20,000  a  year,  which,  considering  that  this 
bank  was  located  in  an  isolated  community,  chiefly  composed  of  wood- 
choppers,  was  a  considerable  sum.  In  1868  the  operations  of  this  so- 
ciety began  to  attract  attention,  and  in  1869  several  similar  institutions 
were  established  in  the  government  of  Novgorod  through  the  aid  of 
funds  voted  for  the  purpose  by  the  zemstvo  of  that  government. 

In  1871  the  agricultural  societies  of  Moscow  appointed  a  committee 
to  prepare  rules  and  regulations  which  might  serve  as  a  general  model 
for  cooperative  banks,  and  the  following  year  measures  were  adopted 
at  St.  Petersburg  to  promote  the  organization  of  these  institutions,  the 
Ministry  of  Finance  authorizing  the  Imperial  Bank  to  open  a  credit 
with  them  and  contributing  5,000  rabies  to  aid  in  extending  the  move- 
ment. As  regards  the  credit  opened  by  the  Imperial  Bank,  it  was,  for 
some  reason,  not  taken  advantage  of  to  the  extent  expected.  From 
the  beginning  of  1875  to  1880,  202  associations  borrowed  from  the  bank 
and  its  branches  5,014,000  rubles,  of  which  4,532,000  had  been  repaid 
in  1880  and  nearly  500,000  remained  due,  this  indebtedness  being  dis- 
tributed among  127  institutions. 

As  members  of  a  committee  appointed  for  the  purpose,  Messrs.  Hit- 
rovo  and  Von  der  Flith  devised  a  very  simple  and  practical  method  of 
bookkeeping  which  served  as  a  guide  for  all  of  the  cooperative  banks. 
This  committee  became  the  medium  of  communication  between  the 
banks  and  the  ministry  of  finance  at  St.  Petersburg,  its  members  oc- 
casionally visiting  local  institutions  to  give  necessary  explanations  and 
correct  errors  or  misunderstandings.  By  18S4  the  rules  and  regulations 
of  1,325  cooperative  banks  had  received  the  sanction  of  the  Imperial 
Government.  Of  this  number,  727  had  presented  annual  reports  to  the 
central  committee,  and  from  these  reports  it  appeared  that  5,626,000 
rubles  had  been  paid  in  by  the  members;  that  there  was  a  reserve  cap- 
ital of  620,000  rubles;  that  the  deposits  and  sums  borrowed  amounted 
together  to  7,  300,000  rubles ;  that  the  total  business  of  the  banks  iu 
the  year  18S2  exceeded  65,000,000  rubles,  and  that  the  loans  to  members 
during  the  same  year  amounted  to  more  than  22,000,000  rubles. 

The  latest  year  for  which  official  statistics  are  at  hand  is  1887.  Ac- 
cording to  the  Statistical  Year-Book  of  Russia  for  1890,  the  number  of 
rural  savings  and  loan  associations  which  had  made  returns  for  the 
year  named  (1887)  was  712,  and  the  number  of  members  in  those  asso- 
ciations was  193)945,  the  average  number  to  each  association  being  272. 
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The  share  capital  of  the  members  amounted  to  5,760,321,  and  the  re- 
serve to  1,049,929  rubles,  the  total  capital  belonging  to  the  associa- 
tions being  at  the  same  time  7,746,535  rubles.  The  deposits  at  the  same 
time  amounted  to  4,055,005,  and  the  loans  contracted  by  the  associa- 
tions to  4,098,776  rubles,  making  their  total  borrowed  capital  8,153,781 
rubles,  while  the  loans  of  the  associations  to  members  amounted  to 
14,062,231  rubles,  or  an  average,  according  to  the  Year-Book,  of  19,975 
rubles  to  each  society,  and  of  69.54  rubles  to  each  member.  These  fig- 
ures as  to  the  amount  lent  to  the  members  evidently  refer  to  the 
amounts  of  the  loans  outstanding  when  the  reports  were  made,  as  the 
total  amount  of  the  operations  for  the  year  is  stated  at  66,489,979  rubles, 
or  an  average  of  93,385  rubles  to  each  association.  The  year's  profits 
are  stated  at  an  aggregate  of  801,370  rubles,  or  an  average  of  1,209 
rubles  per  association.*  The  average  value  of  the  ruble  for  the  year 
in  question  (1887)  was  a  fraction  over  43  cents. 

These  banks  are  most  numerous  in  northern* and  central  Eussia,  a 
little  less  so  in  the  south,  and  very  much  less  so  in  the  western  prov- 
inces. As  a  rule  the  sums  lent  to  members  have  been  repaid  quite 
punctually,  but  in  cases  where  the  borrowers  refused  to  pay,  the  banks 
had  no  recourse  but  to  appeal  to  the  local  authorities,  which  sometimes 
failed  to  enforce  their  claims.  The  example  of  successful  repudiation 
on  the  part  of  one  debtor  has  sometimes  proved  contagious,  producing 
an  epidemic  of  dishonesty,  but  on  the  whole  the  losses  have  been  very 
small.  The  results  shown  by  the  annual  report  for  one  year  are  cited 
as  a  fair  example  of  the  general  experience.  This  report  showed  that 
only  one  loan  in  fourteen  was  left  unpaid  at  maturity;  that  of  the  total 
amount  loaned  only  1  ruble  in  6,000  was  paid  by  indorsers ;  that  1 
ruble  out  of  every  1,800  was  obtained  by  sale  of  the  debtor's  goods, 
and  that  only  1  ruble  in  2,300  was  lost.  So  also  has  it  been  as  between 
the  associations  themselves  and  their  creditors.  As  regards  the  loans 
which  they  obtained  from  the  Imperial  Bank  it  is  stated,  as  the  result 
of  a  pretty  extended  experience,  that  out  of  every  100  rubles  borrowed 
by  the  associations,  the  amount  not  paid  when  due  was  about  2  rubles, 
and  the  amount  finally  lost  not  more  than  60  kopecks,  or  six-tenths  of 
a  ruble ;  and  as  the  loans  were  made  at  7  per  cent,  there  remained 
an  interest  of  6.4  per  cent,  after  deducting  losses.  It  appears,  too, 
that  private  lenders  have  had  a  like  favorable  experience  in  their  deal- 
ings with  these  institutions,  and  it  is  said  that  they  regard  them  with 
steadily  increasing  confidence — a  fact  which  must  result  to  their  ad- 
vantage in  the  form  of  decreasing  rates  of  interest.  It  is  worthy  of 
especial  note,  too,  that  while  the  banks  began  almost  exclusively  with 
money  advanced  by  the  provincial  authorities,  their  operations  are  now 
mainly  carried  on  by  means  of  money  obtained  from  private  lenders, 
coupled,  of  course,  with  their  own  capital,  derived  from  the  payments 
of  their  members. 

*  The  averages  given  in  the  Russian  Year-Book  do  not  exactly  agree  with  those 
obtained  by  computation. 
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The  total  amount  loaned  by  the  banks  to  their  members  during  the 
decade  from  1871  to  1880,  inclusive,  is  stated  at  about  60,000,000  rubles, 
or,  say,  about  $36,000,000.  For  this  sum  they  received  about  3,000,000 
rubles,  say  $1,800,000,  in  interest,  of  which  about  one-third  was  returned 
to  the  members  in  the  form  of  profits,  the  net  interest  payments  being 
estimated  at  about  4  per  cent.  Mr.  Hitrovo,  after  a  careful  considera- 
tion of  the  facts,  reaches  the  conclusion  that  the  banks  actually  bene- 
fited their  members  during  the  decade  in  question  to  the  amount  of 
22,000,000  rubles,  or  over  $13,000,000,  this  having  been  mainly  done  by 
saving  them  from  the  necessity  of  borrowing  from  the  usurers  or  selling 
their  products  at  a  disadvantage,  furnishing  them  the  means  of  getting 
on  their  feet  again  after  unforeseen  accidents  or  losses,  and  enabling 
them  to  improve  their  industrial  processes  and  methods. 

As  an  indication  that  these  banks  possess  the  inherent  vitality  neces- 
sary to  a  permanent  existence,  Mr.  Louguinine  points  out  that  they 
have  existed  since  the  year  1866,  that  their  number  is  still  increasing, 
and  that  they  show  no  signs  of  approaching  dissolution.  A  special 
study  of  the  reports  of  515  banks  yielded  him  the  following  result:  12 
per  cent  of  the  total  number  were  declining ;  27  per  cent  had  passed 
through  the  vicissitudes  of  alternate  progress  and  retro gession,  while 
61  per  cent  showed  a  constant  and  regular  advance.*  Mr.  Louguinine 
remarks  that  of  all  forms  of  cooperation  that  of  cooperative  banking 
is  the  one  which  makes  the  smallest  demands  on  the  time  and  attention 
of  the  cooperators.  Aside  from  convening  once  a  year  in  general  meet- 
ing to  hear  the  annual  reports  and  elect  officers,  the  majority  of  the  as- 
sociations leave  the  entire  business  in  the  hands  of  the  directors.  This 
is,  no  doubt,  a  prominent  element  in  such  success  as  they  have  achieved, 
since  cooperators  whose  total  interests  are  very  small  can  not  be  ex- 
pected to  devote  a  great  deal  of  time  to  looking  after  them. 

As  a  general  result  of  his  study  of  the  cooperative  banks,  Mr.  Lou- 
guinine gives  it  as  his  conclusion  that  the  less  such  institutions  rely 
upon  outside  aid  the  better  is  their  chance  of  success. 

The  leading  features  common  to  the  cooperative  banking  associations 
may  be  stated  as  follows : 

(1)  Their  object  is  to  collect  the  savings  of  tbe  peasants  and  make  loans  to  their 
members. 

(2)  The  great  majority  of  them  operate  among  the  rural  population. 

(3)  The  number  of  members  is  not  limited. 

(4)  New  members  are  admitted  by  vote  of  the  association  in  general  meeting. 

(5)  Members  have  the  right  to  leave  the  association  at  will,  upon  announcing  their 
withdrawal. 

*  An  official  table  covering  the  period  from  1872  to  1887,  inclusive,  shows  that  the 
number  of  associations  making  returns  and  the  number  of  members  returned  were 
higher  in  1883,  while  the  share  capital  and  the  annual  profits  were  higher  in  1884, 
than  in  1887;  but  the  reserve  fund,  the  amount  held  by  the  associations  on  deposit 
and  loau,  and  the  amount  on  loan  to  members,  were  higher  at  the  close  of  1887,  the 
latest  date  for  which  statistics  are  available,  than  at  any  previous  time  in  the  six- 
teen years  covered  by  the  table  in  question. 
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(6)  A  member  failing  to  make  his  annual  payment  within  the  prescribed  time  or 
to  pay  a  sum  borrowed  when  due  is  expelled  from  the  association. 

(7)  The  shares  of  all  the  members  are  equal,  and  do  not  generally  exceed  100  rubles 
(say  $55). 

(8)  The  contributions  of  members  on  account  of  their  shares  of  stock  are  usually 
3  rubles  a  year,  payable  either  at  once  or  in  monthly  installments. 

(9)  A  member  leaving  the  association,  or  expelled  from  it,  can  not  withdraw  his 
share  of  the  capital  stock  until  after  the  expiration  of  one  year. 

(10)  The  shares  are  not  transferable. 

(11)  A  portion  of  the  profits,  not  less  than  10  per  cent,  is  retained  and  invested  in 
interest-bearing  Government  securities  to  form  a  reserve  fund,  which,  however,  is 
not  to  exceed  one-third  of  the  amounts  contributed  by  the  members. 

(12)  In  case  of  the  winding  up  of  a  bank,  this  reserve  is  to  be  devoted  to  the  pur- 
pose of  public  instruction. 

(13)  The  banks  receive  deposits  of  money  both  from  their  members  and  from  other 
persons. 

(14)  The  obligations  incurred  by  an  association  may  not  exceed  ten  times  the  com- 
bined amount  of  its  share  and  reserve  capital. 

(15)  The  engagements  entered  into  by  an  association  are  guaranteed  by  the  annual 
profits,  the  reserve  fund,  the  payments  of  members  on  account  of  their  shares,  and 
also  by  the  property  of  the  members,  who  are  liable  as  partners. 

(16)  The  banks  lend  money  only  to  their  members.  The  maximum  amount  which 
a  member  may  borrow  is  one  and  one-half  times  the  final  amount  of  his  share. 

(17)  Loans  are  made  for  periods  of  nine  months,  with  the  privilege  of  three  months' 
extension  (avec  trois  mois  complementaire'). 

(18)  Members  obtaining  loans  are  indorsed  by  other  members. 

(19)  Each  member  may  offer  himself  as  an  indorser  to  an  amount  equal  to  one-half 
of  his  contribution,  and  this  does  not  diminish  the  sum  which  he  has  the  right  to 
borrow. 

(20)  The  yearly  profits,  after  deducting  the  expenses  of  management  and  the 
amount  required  for  the  reserve  fund,  are  distributed  among  the  members  pro  rata 
on  the  basis  of  their  paid-in  capital. 

(21)  The  business  of  the  bank  is  carried  on  by  a  board  of  three  directors,  subject 
to  the  control  of  a  council  of  revision,  which  meets  monthly,  and  of  a  general  meet- 
ing of  the  members,  which  usually  occurs  once  a  year.  The  directors  and  the  mem- 
bers of  the  council  of  revision  are  usually  elected  to  serve  for  three  years. 
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In  attempting  a  comparison  between  cooperative  associations  of  dif- 
ferent classes  and  countries,  a  difficulty  is  encountered  in  the  fact  that 
in  most  cases  only  a  part  of  the  associations  have  made  returns  in  re- 
gard to  their  business,  while  in  the  returns  actually  made  there  is  a 
want  of  identity  in  respect  to  many  of  the  points  on  which  information 
is  furnished  for  the  different  countries.  A  few  of  the  main  points  may, 
however,  be  brought  into  juxtaposition  for  the  convenience  of  the 
reader.  The  latest  date  for  which  returns  are  at  hand  for  all  the 
countries  is  the  close  of  the  year  1887.  At  that  time  Germany  had 
2,135  of  the  Schulze-Delitzsch  credit  unions,  and  probably  about  800  of 
the  Eaiffeisen  associations.  The  people's  banks  of  Austria  numbered 
1,313,  of  which  118  were  unregistered.  The  totals  in  Hungary  and 
Italy  respectively  appear  to  be  identical  with  the  numbers  making  re- 
turns— at  least,  there  is  no  indication  to  the  contrary.  The  total  num- 
ber in  Eussia  at  the  same  date  was  somewhat  above  900.  Of  the 
Schulze-Delitzsch  unions  the  number  which  made  returns  for  the  date 
named  was  only  886,  or  about  41  per  cent  of  the  whole  number.  For 
Austria  the  number  making  returns  as  to  their  capital  and  business  is 
estimated  at  75  per  cent,  and  75  per  cent  of  the  1,195  registered  banks 
would  be  896 ;  while  the  numbers  for  Hungary,  Italy,  and  Eussia  are, 
respectively,  488,  641,  and  712.  This  gives  a  total  of  3,623  that  made 
returns  for  the  close  of  1887,  exclusive  of  associations  of  the  Eaiffeisen 
and  Wollemborg  types. 

The  number  of  members  actually  returned  is  highest  in  Austria,  but  that 
is  understood  to  include  the  membership  of  all  the  registered  associations, 
and  if  allowance  were  made  for  the  large  number  of  the  German  Schulze- 
Delitzsch  unions  which  did  not  make  returns,  their  membership  would 
be  very  much  larger  than  that  of  the  Austrian  institutions.  For  Hun- 
gary no  figures  as  to  the  number  of  members  have  been  found.  The 
actual  figures  furnished  for  the  German  societies  are  456,276  ;  for  the 
Austrian,  513,756;  for  the  Italian  318,979,  and  for  the  Eussian  193,945— 
making  a  total  of  1,482,956.  A  very  moderate  estimate  for  Hungary, 
for  the  unregistered  societies  of  Austria,  and  for  the  German  and  Rus- 
sian societies  not  making  returns  as  to  their  membership — including 
among  the  former  the  Eaiffeisen  loan  associations — would  raise  the 
aggregate  membership  to  at  least  2,250,000,  and  an  estimate  of  2,500,000 
would  scarcely  be  extravagant. 
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We  have  seen  that  in  the  German  credit  unions  making  returns  about 
one  third  of  the  members,  if  we  include  gardeners  and  rural  laborers, 
belong  to  the  agricultural  class.  The  proportion  of  agriculturists  in 
those  not  making  returns  is  probably  higher,  since  these  will  naturally 
consist  to  a  greater  extent  than  the  others  of  unions  located  in  the 
smaller  towns  surrounded  by  agricultural  populations ;  while  the  mem- 
bership of  the  Raiffeisen  associations  is  mainly  agricultural,  as  also  is 
that  of  the  Russian  associations;  and  in  the  Italian  popular  banks  the 
rural  class  appears  to  be  more  largely  represented  than  in  the  Schulze- 
Delitzsch  credit  unions.  In  view  of  these  considerations,  it  is  evident 
that  considerably  more  than  one-third  of  the  members  estimated  to  be 
embraced  in  all  the  associations  must  consist  of  farmers,  gardeners,  and 
others  earning  their  livelihood  by  the  cultivation  of  the  soil.  The  num- 
ber of  this  class  of  members  can,  in  fact,  hardly  be  less  than  850,000, 
and  it  may  not  fall  far  short  of  1,000,000. 

It  will  be  remembered  that  the  date  to  which  these  figures  refer  is 
December  31,  1887.  The  paid-in  capital  and  reserve  funds,  with  the 
deposits  and  other  borrowed  capital  of  the  institutions  making  returns 
for  the  same  date,  are  given  below : 


Countries. 


Paid-in 
capital. 


Reserve 
iund. 


Capital, 
including 
reserve. 


Deposits  and 

other  bor- 
rowed funds. 


Total 

capital 

employed. 


Germany.. 
Austria . . . 
Hungary.. 

Italy , 

Russia 

Total 


Dollars. 
26,  330,  226 

9,  815,  250 

8,  737,  712 
15,  875,  436 

2,  488,  459 


Dollars. 
5,  770,  262 

3,  822,  600 
512,  325 

4,  218,  594 
453,  569 


Dollars. 
32,100,488 
13,  637,  850 

9,  250,  037 
20,  094,  030 

2,  942,  028 


Dollars. 
101,  655,  893 
77,310,360 

6,  640,  802 
82,  551,  285 

3,  522,  433 


Dollars. 

133,  756,  381 
90,948,210 
15,  890,  839 

102,645,315 
6,  464, 461 


63,  247,  083 


14,  777,  350 


78,  024,  433 


271,  680,  773 


349,  705,  206 


In  round  numbers  the  total  capital  employed  may  be  set  down  at 
$350,000,000. 

It  will  be  kept  in  mind  that  these  amounts  are  exclusive  of  those  of 
associations  not  reporting,  which  comprise  about  59  per  cent  of  the 
Schulze  Delitzsch  credit  unions  of  Germany,  25  per  cent  (as  estimated) 
of  the*  people's  banks  of  Austria,  and  probably  about  200  of  the  rural 
cooperative  banks  of  Russia;  while  they  are  also  exclusive  of  all  the 
figures  for  the  Raiffeisen  associations,  which  are  too  scattered  and 
fragmentary  to  justify  an  attempt  to  estimate  their  amount.*  If  we 
consider  only  the  associations  making  returns,  Italy,  in  proportion  to 
her  population,  outranks  any  one  of  the  other  nations  in  respect  to  the 
amount  of  capital  employed  by  her  popular  banks.  Russia,  on  the 
other  hand,  while  standing  quite  high  in  the  number  of  banks  reporting, 
exhibits  an  amount  of  capital  which,  as  compared  with  that  of  the 
German,  Austrian,  or  Italian  popular  banks,  is  utterly  insignificant. 

In  respect  to  the  amount  of  their  own  capital,  the  various  classes  of 

*  The  Italian  associations  of  the  Wollemborg  type  are  also  omitted,  but  of  these 
there  were  only  18  at  the  close  of  1887. 
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foreign  cooperative  credit  associations  considered  in  this  report  would 
probably  fall  short,  even  after  making-  a  liberal  estimate  for  those  not 
reportiDg,  of  an  amount  equal  to  that  possessed  at  the  same  time  by 
the  so-called  building  societies  and  similar  cooperative  loan  associations 
of  the  United  States.  In  1888  the  number  of  building  and  loan  associ- 
ations in  Pennsylvania  was  estimated  at  900  and  their  aggregate  capi- 
tal at  $60,000,000.  The  whole  number  of  such  associations  in  the  country 
at  the  same  time,  including  all  those  with  a  similar  character  and  pur- 
pose by  whatever  name  known,  could  hardly  have  been  less  than  3,600  ;* 
and  if  the  average  capital  of  those  outside  of  Pennsylvania  was  half  as 
large  as  that  of  the  associations  in  that  State,  the  total  for  the  country 
would  be  $150,000,000  at  a  date  not  many  months  later  than  that  to 
which  the  above  figures  for  the  foreign  associations  relate.  This  is 
nearly  twice  the  combined  amount  of  the  paid-in  capital  and  reserve 
fund  of  all  the  foreign  associations  making  returns  for  the  date  named, 
as  shown  in  the  above  table.  It  must  be  remembered,  however,  that 
the  foreign  associations  exist  mainly  among  populations  whose  monthly 
or  weekly  payments  have  to  be  made  much  smaller  than  those  which 
the  higher  wages  of  American  workmen  enable  them  to  afford ;  so  that 
tke  accumulation  of  a  given  capital  in  Germany,  Austria,  or  Italy,  to 
say  nothing  of  Russia,  represents  an  economic  effort  vastly  greater  than 
that  required  for  the  accumulation  of  an  equal  sum  in  our  own  country. 

But  a  more  important  distinction  between  our  own  cooperative  loan 
associations  and  those  above  considered  is  that  the  latter  do  business 
mainly  with  borrowed  capital,  whereas  the  former  confine  their  opera- 
tions to  the  lending  or  investment  of  the  capital  derived  from  the  pay- 
ments of  their  members.  It  will  be  seen  from  the  above  table  that 
the  aggregate  capital  employed  by  the  foreign  associations  which  made 
returns  for  December  31,  1887,  was  at  that  date  nearly  four  and  one- 
half  times  as  great  as  their  own  paid-in  capital  and  reserve  fund  com- 
bined. That  is,  the  capital  owned  by  the  associations  themselves 
amounted  to  a  little  over  two-ninths  and  that  obtained  by  way  of  de- 
posit and  loan  to  nearly  seven-ninths  of  the  capital  they  had  in  use.  It 
should  be  remembered,  however,  that  much  of  the  borrowed  capital  in 
their  hands  consisted  of  deposits  made  by  their  own  members. 

It  is  worthy  of  a  passing  mention  here  that  our  own  cooperative  loan 
associations  of  the  Pennsylvania  building  society  type  can  claim  a 
decided  seniority  even  over  the  Schulze-Delitzsch  credit  unions,  the 
first,  so  far  as  known,  of  the  building  associations  of  that  State  having 
been  organized  in  a  suburb  of  Philadelphia  as  early  as  January,  1831. 

But  that  which  gives  special  interest  to  the  foreign  associations,  from 
an  agricultural  point  of  view,  is  the  extent  to  which  agriculture  has 
shared  in  the  advantages  they  have  afforded  to  their  members.  It  is 
possible  that  a  study  of  their  principles  and  methods  of  business  will 

*The  number  in  existence  in  the  United  States  on  January  1, 1889,  has  been  esti- 
mated at  about  4,000. 
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furnish  some  suggestions  that  may  lead  to  the  organization  of  societies 
capable  of  rendering  similar  service  to  certain  classes  of  our  own  agri- 
culturists ;  though,  of  course,  it  is  not  to  be  expected  that  any  one  of 
the  foreign  systems  will  be  found  adapted  in  its  entirety  to  American 
needs.  Nor  would  any  one  type  of  association  be  likely  to  meet  the 
diversity  of  American  conditions.  For  example,  institutions  that  would 
be  adapted  to  the  colored  tenant  cultivators  of  the  South  might  not  be 
suited  to  white  agricultural  tenants  in  the  North  and  West ;  while  such 
as  are  adapted  to  the  last  might  fail  to  meet  the  requirements  of  the 
poorer  class  of  agricultural  proprietors.  In  any  attempt  to  organize 
an  association  in  a  particular  district  the  prevailing  need,  the  habits, 
characteristics,  and  circumstances  of  the  people,  and  in  a  district  with 
a  large  foreign  population  even  the  nationalities  most  largely  repre- 
sented would  have  to  be  duly  considered. 

An  advantage  generally  possessed  by  the  European  associations, 
which  would  be  wanting  in  our  newer  settlements,  is  the  fact  that  they 
exist  in  old  communities  comprising  a  comparatively  fixed  population. 
In  the  rural  associations,  especially,  this  advantage  is  conspicuous,  and 
it  is  no  doubt  a  valuable  element  of  success,  since  that  thorough  ac- 
quaintance among  the  members  of  an  association  which  this  circum- 
stance renders  possible  must  do  much  to  facilitate  the  selection  of  trust- 
worthy officers,  and  to  aid  the  latter  in  judging  of  the  trustworthiness 
0f  applicants  for  loans.  There  is,  however,  a  vast  field  in  our  own 
country  in  which  a  sufficiently  large  part  of  the  population  has  all 
the  fixity  necessary  for  cooperative  purposes. 

Most  of  the  foreign  associations  have  had  to  adapt  themselves  to  the 
needs  of  a  poorer  class  than  would  be  found  in  any  considerable  num- 
ber among  corresponding  elements  of  our  own  population.  And  in  this 
connection  it  is  of  interest  to  observe  that  the  capacity  for  successful 
association  has  been  found  to  coexist  not  only  with  deep  poverty,  but 
also  with  extreme  illiteracy.  Some  of  the  Italian  provinces  in  which 
the  popular  banks  are  especially  numerous  hold  a  very  low  rank  educa- 
tionally, as  is  shown  by  the  official  statistics ;  and  Russia  would 
undoubtedly  furnish  us  some  striking  examples  on  the  same  point. 

One  thing  which  is  shown  by  the  history  of  these  associations  is  the 
large  extent  to  which  their  multiplication  and  prosperity  are  dependent 
on  the  existence  of  appropriate  laws.  In  Italy,  for  example,  popular 
banks  existed  about  eighteen  years  before  the  enactment  of  the  new  com- 
mercial code  of  1882,  which  for  the  first  time  gave  them  a  proper  legal 
recognition ;  but  at  the  end  of  1881  there  were  only  171  in  existence, 
whereas  during  the  next  eight  years  the  number  rose,  under  the  favor- 
able influence  of  an  improved  legal  status,  to  692.  That  is,  the  num- 
ber which  came  into  existence  in  the  eight  years  following  the  adoption 
of  the  new  code  of  commerce  was  over  three  times  as  great  as  the 
number  existing  at  the  end  of  1881  as  the  result  of  the  efforts  of  nearly 
eighteen  years  preceding  that  date.  And  other  illustrations  might  be 
cited  to  the  same  general  effect. 
19512— No.  3 8 
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From  this  point  of  view  the  general  subject  of  cooperative  associations, 
and  of  the  laws  under  which  they  have  successfully  operated,  both  at 
home  and  abroad,  is  worthy  of  the  most  careful  study  of  our  own  State 
legislators,  since  it  is  in  their  province  that  the  necessary  legislation 
upon  this  subject  must  chiefly  fall.  And  here  it  may  be  worth  while  to 
call  attention  to  the  fact  that  the  ISew  York  law  on  loan  associations, 
which  contains  excellent  features  and  has  even  been  cited  as  a  model,  is 
vitiated  by  a  provision  giving  one  vote  for  each  share  of  stock,  and  thus 
placing  the  associations  on  the  joint-stock  rather  than  the  cooperative 
basis.  It  is  well  enough  to  permit  the  share- vote  system,  where  pro- 
vided for  in  the  constitution  of  a  society ;  but  the  system  of  one  vote  to 
each  member  should  have  the  equal  sanction  of  the  law,  and  it  is  the 
one  which  should  be  adopted  by  every  society  that  is  to  consist  mainly 
of  small  shareholders. 

Another  point  which  is  very  clearly  exhibited  in  the  history  of  the 
same  institutions  is  the  importance  and  high  value  of  capable,  upright, 
and  energetic  leadership.  Schulze-Delitzsch,  Herr  Schenck,  and  Raif- 
feisen,  in  Germany ;  Dr.  Ziller,  in  Austria ;  Yigano,  Luzzatti,  and  Wollem- 
borg,  in  Italy,  and  Louguinine,  in  Kussia,  not  to  mention  many  others, 
were  all  men  of  ability  and  high  character;  and  much  of  the  success 
attained  by  the  cooperative  credit  associations  is  doubtless  due  to  the 
good  fortune  of  having  such  leaders  and  guides.  Yet  much  has  been 
accomplished  in  the  same  line  by  men  of  far  less  conspicuous  positions 
than  some  of  these ;  and  they  themselves  were  for  the  most  part  far  less 
widely  known  to  fame  when  they  first  identified  themselves  with  the 
cooperative  movement.  Indeed,  it  is  on  his  work  as  the  chief  promoter 
of  this  movement  in  Germany  that  the  fame  of  Schulze-Delitzsch  chiefly 
rests;  and  Luzzatti  may  be  remembered  longer  as  the  founder  of  the 
Italian  popular  banks  than  for  his  incumbency  of  the  exalted  office— 
that  of  finance  minister  of  Italy — to  which  his  activity  in  connection 
with  those  useful  institutions  must  have  done  much  toward  paving  the 
way.  In  the  ranks  of  American  farmers  and  workingmen  there  is  no 
lack  of  those  who  possess  all  the  natural  qualifications  for  as  able  and 
successful  leadership  as  the  most  fortunate  of  the  foreign  associations 
have  enjoyed. 

When  a  plan  is  presented  which,  in  its  adaptation  to  the  wants  and 
circumstances  of  those  for  whom  it  is  intended,  has  within  it  the  germs 
of  a  vigorous  life,  the  people  are  not  slow  to  adopt  it  and  improve  upon  it 
in  the  light  of  their  experience ;  but  the  original  formulation  of  such  a 
plan  is  usually  the  work  of  some  one  individual  a  little  in  advance  of 
his  contemporaries,  either  in  his  perception  of  what  is  needed  or  in  the 
energy  which  sets  to  work  to  supply  the  want.  It  is  by  no  means 
likely  that  all  the  types  of  cooperative  credit  associations  which  could 
have  found  successful  fields  of  action  have  as  yet  appeared.  The 
Schulze-Delitzsch  associations  were  adapted  to  the  supply  of  certain 
definite  wants,  which  have  already  been  pointed  out,  and  the  success 
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which  they  have  achieved  in  Germany  has  probably  been  commensurate 
with  the  field  of  activity  for  which  they  were  suited ;  but  events  dem- 
onstrated that  they  had  not  occupied  the  whole  ground,  and  when 
Baiffeisen  presented  a  plan  better  adapted  to  the  wants  of  the  peasant 
farmer  hundreds  of  associations  of  the  new  type  quickly  sprang  into 
being  in  territory  which,  for  want  of  adaptation,  the  Schulze-Delitzsch 
unions  had  not  been  able  to  occupy.  But  with  all  their  merits,  es- 
pecially on  the  side  of  prudent  and  economical  management,  the  Eaif- 
feisen associations  have  their  own  defects.  In  important  particulars 
they  have  proved  well  adapted  to  the  wants  of  the  peasant  cultivator 
owning  his  bit  of  land,  and  it  is  mainly  in  districts  occupied  largely  by 
agriculturists  of  this  class  that  they  seem  to  have  taken  root  and  mul- 
tiplied ;  but  Italian  writers  point  out  that  they  are  not  adapted  to  the 
wants  of  the  tenant  farmer,  whether  farming  on  shares  or  holding  the 
land  he  cultivates  on  a  money  rent.  In  some  respects  the  Italian  popu- 
lar banks  appear  to  possess  advantages  over  either  class  of  the  Ger- 
man associations,  especially  in  their  provisions  for  granting  long-time 
loans  to  agriculturists  without  danger  of  tying  up  in  this  manner  funds 
which  will  be  liable  to  withdrawal  before  they  can  be  recovered  from 
the  borrowers.  But  these,  like  all  the  others,  are  to  be  studied  for  the 
suggestions  they  can  furnish,  and  not  with  a  view  to  slavish  imitation. 

Among  the  conditions  which  have  contributed  greatly  to  the  stability 
and  security  of  the  foreign  associations,  and  through  these  to  their  gen- 
eral success  and  usefulness,  may  be  noted,  first,  the  strict  avoidance  of 
all  speculative  investments  for  their  funds,  and  second,  the  rigid  ac- 
countability to  which  their  officers  and  even  their  members  are  held 
under  the  law.  We  have  seen,  for  instance,  that  in  the  German  associ- 
ations with  unlimited  liability,  a  member  must  give  at  least  three  months' 
notice  of  an  intention  to  withdraw  from  a  society,  and  that  he  remains 
liable  for  its  debts  for  a  period  of  two  years  after  his  withdrawal.  In 
some  respects  this  principle  may,  perhaps,  be  carried  too  far  in  the  foreign 
legislation  and  in  the  constitutions  of  the  foreign  associations;  but  the 
methods  adopted  for  the  attainment  of  the  end  just  indicated  are,  at 
any  rate,  worthy  of  careful  attention. 

A  third  condition,  no  less  important  than  either  of  the  two  just  named, 
is  that  the  societies,  though  affiliated  for  certain  general  purposes,  and 
provided  to  a  certain  extent  with  central  institutions  to  facilitate  the 
circulation  of  funds  between  one  and  another  are,  nevertheless,  essen- 
tially local  in  their  character.  From  this  it  results  that  the  members — 
especially  in  the  smaller  country  towns — are  to  a  great  extent  person- 
ally known  to  one  another  ;  while  the  managers  are  also  well  known 
to  the  members  and  have  themselves  the  best  opportunities  to  learn  the 
character  and  circumstances  of  every  applicant  for  a  loan  and  the  repu- 
tation of  every  new  candidate  for  membership.  Their  loans,  too,  are 
made  in  the  very  district — and  that  of  limited  extent — within  which  their 
membership  is  obtained ;  so  that  the  securities  on  which  they  depend 
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can  always  be  kept  under  observation.  This  does  not  prevent  their 
borrowing  to  a  considerable  extent  from  outside  sources ;  as,  for  ex- 
ample, in  Italy,  where  we  have  seen  that  "  the  action  of  the  popular 
banks  is  powerfully  seconded  by  the  aid  lent  them  by  the  savings  banks 
in  the  larger  cities,"  and  where  the  former  institutions,  located  as  most 
of  them  are  in  the  small  towns,  are  performing  an  important  work  in 
bringing  the  rural  population  into  closer  financial  relations  with  the 
manufacturing  and  commercial  centers,  to  the  great  advantage  of  both. 
Yet,  even  where  the  popular  banks  of  the  country  towns  /and  villages 
get  the  notes  of  their  debtors  rediscounted  by  the  larger  institutions, 
or  in  other  ways  obtain  funds  from  the  nearest  financial  center,  the  gen- 
eral effect  of  their  action  is  undoubtedly  that  of  furnishing  a  nearer 
market  for  the  surplus  funds  of  the  cities  than  would  otherwise  be 
likely  to  be  found  for  them.  The  theater  of  action  is  somewhat  en- 
larged as  compared  with  that  occupied  where  a  little  bank  obtains  all 
its  capital  within  the  district  in  which  its  members  are  recruited  and 
its  funds  loaned  out ;  but  the  extension  is  only  the  safe  and  wholesome 
one  required  for  establishing  between  city  and  country  that  circulation 
of  capital  which  is  necessary  to  prevent  congestion  in  the  one  and 
atrophy  in  the  other.  The  principle  of  local  limitation  is  applied  on  a 
larger  scale  than  in  the  other  case,  but  it  is  still  present ;  and  that 
which  takes  place  when  the  surplus  capital  of  a  city,  through  the 
medium  of  these  modest  institutions,  finds  employment  in  the  surround- 
ing rural  districts,  is  in  marked  and  wholesome  contrast  to  those  des- 
perate investments  in  the  securities  of  remote  and  rickety  governments, 
or  in  speculative  enterprises  equally  remote  and  uncertain,  into  which 
the  savings  of  the  urban  populations  when  intrusted  to  the  great  in- 
stitutions of  deposit,  too  largely  find  their  way.  Had  there  existed 
throughout  Great  Britain  that  local  market  for  capital  which  the  popu- 
lar banks  have  done  so  much  to  develop  in  Italy,  not  only  might  we 
have  heard  less  of  agricultural  depression  in  the  former  country,  but 
the  shock  to  the  financial  world  brought  on  by  the  Argentine  invest- 
ments of  the  Barings  might  have  been  escaped.  For  such  investments 
are  undoubtedly  the  result  of  an  engorgement  created  by  the  meeting 
of  a  thousand  streams  of  capital  perpetually  flowing  from  all  parts  of 
the  country  to  the  financial  center,  thence  to  find  an  outlet  in  almost 
any  direction  that  may  offer. 

That  there  should,  on  the  whole,  be  a  large  overflow  of  capital  from 
one  district,  one  region,  or  even  one  country  to  another  is  no  doubt  in- 
evitable, and  so  far  as  it  occurs  under  normal  conditions  there  is  noth- 
ing in  it  to  deprecate;  but  it  is  a  thing  to  be  deprecated  when  capital 
sorely  wanted  for  the  supply  of  local  needs  is  sent  half  the  world's  cir- 
cumference away  in  search  of  an  investment  merely  for  the  want  of  a 
channel  of  communication  between  its  owners  and  their  near  neighbors. 
Such  a  channel  is  to  a  great  extent  supplied  by  institutions  like  the 
people's  banks  of  Europe  and  the  building  and  loan  associations  of  the 
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United  States  ;  and  the  more  these  institutions  are  perfected,  adapted 
to  varying  wants,  and  disseminated  among  the  people,  the  more  will 
the  present  top-heavy  fabric  of  modern  credit  be  broadened  in  its  foun- 
dation and  narrowed  in  its  overhanging  superstructure.  In  fact,  few 
things  could  do  as  much  to  guard  the  business  world  against  the  finan- 
cial crises  which  so  frequently  paralyze  its  industries  as  the  general 
existence  of  institutions  which  tend  to  retain  within  the  neighborhood 
of  its  origin  all  the  capital  for  which  there  is  a  potential  local  demand, 
and  thus  to  keep  it  as  fully  as  possible  under  the  continued  oversight 
of  its  owners. 


